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Professional Notes 


Rent Increases for Costlier Services 


A NOT ENTIRELY UNEXPECTED OUTCOME OF THE HousinG REPAIRS AND RENT 
Act, 1954, which came into force on August 30 (see Accountancy for September, 
1954, pages 334-6) is the extent of the claims made by landlords in respect of 
services to tenants. As we reviewed last month, there is machinery under the Act 
for Increasing rents by reference to expenditure on repairs, but it is the landlord’s 
&penditure on such items as hot water, heating, cleaning and porters which so 
hr seems to be predominating, at any rate in the claims made by many owners 
of the larger blocks of “service flats.” It may be that it is easier to ascertain 

creased cost of these services than to perform the complicated calculation 


needed to justify a repairs increase. 


he authority for an increase in rent in respect of services is contained in 
Section 40 of the Act which permits a rise in rent to cover the higher cost of 
“vices provided under pre-1939 lettings. An important feature of the permitted 


lease is ‘hat it applies not only to services for the tenant which the landlord 


‘under an obligation to provide, but also to services which he does in fact pro- 


A*® 


vide voluntarily. A landlord may 
recover such an increase either by 
written agreement with his tenant or by 
its amount being determined by a Rent 
Tribunal. 

This increase for services applies 
only where the standard rent of a 
dwelling house is the rent at which it 
was let on or before September 1, 1939. 
The rise in the cost of providing the 
services is calculated for the period 
commencing on September 3, 1939, 
and ending on August 30, 1954. Thus 
no claim for increased cost of services 
can be made for houses that had never 
been let until after September 1, 1939. 


More Rent-Controlled Houses— 
Parliament has set a difficult task for 
those who may be called upon to 
interpret the Landlord and Tenant 
Act, 1954, which has effect from 
October 1. The language of the Act is 
obscure, and presupposes an extensive 
knowledge of both common law and 
statute law on the relationship of 
landlord and tenant. 

Two new codes, as it were, have been 
introduced: the one, contained in 
Part I of the new Act, is supplementary 
to earlier rent restriction legislation, 
and the other embodied in Part II of 
the Act, is in substitution of the 
provisions of the Landlord and Tenant 
Act, 1927, and the Leasehold Property 
(Temporary Provisions) Acts, 1951-53. 

Tenancies at a rent of less than two- 
thirds of the rateable value had been 
excluded from the protection of the 
Rent Acts. Part I of the new Act 
brings within the net of control any 
such tenancies of houses with rateable 
values of not more than £100 in 
London and £75 elsewhere, if the 
tenancies are for a term of upwards 
of 21 years, or which have immediately 
followed a tenancy of such a term and 
have been granted to the same tenant 
as under the previous tenancy. The 
tenancies so brought within control, 
described as “long tenancies at a 
low rent,” will now automatically 
continue after their normal date of 
expiry, unless they are terminated 
by the landlord or the tenant in 
accordance with a new statutory pro- 
cedure of termination. The landlord, 
if he desires to terminate, must serve 
a “‘ notice to resume possession ’’ and 
if the tenant declines to give up 
possession, he must establish one of the 
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statutory grounds referred to in Section 
12 of the Act before he can be entitled 
to possession. If the landlord wishes 
merely to vary the terms of the tenancy 
he must serve notice “ proposing a 
statutory tenancy” and the original 
tenancy will then be converted into a 
statutory tenancy controlled by the 
Rent Acts. In default of agreement, 
the terms of this statutory tenancy will 
be determined by the Court. 

A booklet published by the Govern- 
ment, Houses Held on Ground Lease (Her 
Majesty’s Stationery Office, price 6d. 
net), gives useful information on Part I 
of the Act, in the popular form of 
questions and answers. 


—And New Law for Tenants of 
Business Premises 


Part II of the Act deals with tenancies 
of, inter alia, trade, business and pro- 
fessional premises. It repeals the 
provisions of the Landlord and Tenant 
Act, 1927, with regard to compensation 
for goodwill and new leases. Here, 
again, the original tenancy will continue 
until it is terminated either by the 
landlord or the tenant. If the landlord 
purports to terminate the tenancy, by 
the statutory notice of termination, the 
tenant can apply to the Court for the 
grant of a new tenancy. And the 
tenant can also make the first move, 
except in certain circumstances, by 
making a statutory request for a new 
tenancy. The landlord can object to 
the grant of a new tenancy on certain 
specific grounds, which are set out in 
Section 30 of the Act. If the tenant 
succeeds in his application, the Court 
will determine the terms of the new 
tenancy. The grant, however, may not 
be for more than a term of 14 years. It 
would appear that the rent must be the 
proper market rental value of the 
property, subject to certain adjust- 
ments. In determining the market 
rental, any increase in value from the 
occupation of the premises by the tenant 
and his predecessors in title, or due to 
goodwill, or to execution of improve- 
ments, must be left out of consideration. 
The tenant cannot obtain compensation 
unless he is refused a new tenancy on 
certain grounds, and the maximum 
compensation is twice the rateable 
value. 

Here again, the Government has 
published an explanatory booklet in 
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question and answer form: Security of 
Tenure of Business Premises (Her Majesty’s 
Stationery Office, price 6d. net). 


The President’s Visit to U.S.A. 

and Canada 
Mr. Bertram Nelson, the President of 
the Society of Incorporated Account- 
ants, is leaving for New York by the 
Queen Elizabeth on October 7 to 
attend the sixty-seventh annual meeting 
of the American Institute of Account- 
ants as the Institute’s guest and the 
Society’s representative. Mr. Nelson, 
who will be accompanied by Mrs. 
Nelson, will also have informal meetings 
with representatives of the American 
Institute, and of other accountancy 
bodies of Europe and North and South 
America, on matters of mutual interest. 
He will afterwards travel to Canada, 
at the invitation of the Canadian 
Institute of Chartered Accountants, to 
have informal discussions with mem- 
bers of the profession in Toronto and 
Montreal. Mr. and Mrs. Nelson will 
return by air. 

The principal speakers at the annual 
meeting of the American Institute, to 
be held from October 17 to 21, will be 
Mr. Norris Poulson, Mayor of Los 
Angeles, and Mr. T. Coleman Andrews, 
Internal Revenue Commissioner, both 
of whom are Certified Public Account- 
ants. More than 60 others will address 
sessions at the meeting, which is 
expected to be attended by more than 
2,500 Certified Public Accountants and 
guests. Subjects covered will include 
the new income tax law, auditing 
problems, professional ethics and train- 
ing, the management of State societies 
of Certified Public Accountants, 
methods of electronic accounting and 
** controversial areas in accounting.” 


European Conference on 
Management 


Over a thousand delegates from all 
over Europe are to attend the first 
European Conference on Management 
at Torquay this month. There will 
also be observers from the Common- 
wealth and from North and South 
America. The conference is sponsored 
by the European Council of the 
Comité International de _ Il’Organisation 
Scientifique, with the support of the 
European Productivity Agency, and is 


organised by the British Institute g 
Management. 

The theme will be The Contribuii: 
of Management to European Prosperity, 4\ 
aspects of management—producticy, 
marketing and sales, education ang 
training, finance, human relations— 
will be covered in a very full pp. 
gramme. Sessions of particular interes 
to accountants will include those oy 
Modern Applications of Financial Contr 
Cutting the Costs of Clerical Procedures ang 
The Financial Implications of “ Shon 
Runs.” 

The languages of the conference 
will be English, French and Germa 
and contributions from the floor, 4 
well as the main speeches, will 
simultaneously translated. The cop 
ference will begin on October 20 and 
will end on October 23. 


Symposium on Management 
Accounting 
Balliol College, Oxford, was the forun; 
some 160 Incorporated Accountani 
were the symposiasts; managemett 
accounting was the theme. Fron 
September 17 to September 21, debate, 
formal and informal, continued. Mr. 
Bertram Nelson, the President of the 
Society of Incorporated Accountant, 
who presided over the course with that 
benign efficiency which distinguishes 
him on occasions such as this, said that 
progress depended on four factors: the 
interchange of information on prat- 
tical experience; research on pri 
ciples; dissemination of technique, 
particularly to the medium-sized ani 
small concerns, through the practising 
accountant; co-operation among thos 
who prepare and those who uw 
accounting statements—among tht 
accountant, the chemist and the engil- 
eer. There was certainly no reluctant 
to interchange information, either 1 
the dozen discussion groups into whic! 
the course split or in the general met 
ings when they came together agall; 
there was much dissemination of tet 
niques, or talk of how they could be 
be disseminated when the participats 
of the course had left the “ dreamt 
spires ” for their home ground; thous 
there were no chemists or enginees # 
the course, there were a number ° 
industrialists, and many accountallé 
who, as one member aptly put " 
“had their feet firmly on the facto 
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goor” anc. could present the industrial 
view perhaps even better than they 
quld the accounting view. 

At the opening session, on Accounting 
Tuhniques as an Instrument of Manage- 
nat, it fell to Sir Geoffrey Heyworth, 
Chairman of Unilever, to say what was 
xpected of the accountant. He must 
be able to “sell” his techniques to 
management by persuading those who 
wok business decisions that he had 


he must always ask himself, “‘ what is 
the information to be used for?” and 
must provide only what would serve 
the purpose of decision-making and 
ation. Detail must be cut. Statements 


portant than accuracy, but the speed/ 
accuracy factor could be determined 
mly by understanding between the 
acountant, on the one hand, and the 
mgineer, the sales department, the 
Board, and so on, on the other hand. 
he accountant should say ‘‘ Would you 


spoke always of the accountant as 
rsponsible for providing data for 
management and it was encourag- 
ig to hear him affirm | strongly 
that a man trained and qualified in 
professional accountancy should hold 
the central responsibility for supplying 
(ata to management. Integrity and 
professional standards were assured 
if there was a background of profes- 
sional accountancy, enabling manage- 
ment to respect and trust the source of 
he information on which they were 
basing their decisions; moreover, the 
techniques for assembling and presen- 


tconomic teaching he said, had been 
based on the axiom that the business- 


man sought to maximise his profits, but 
to keep profits “normal” and on an 
even keel was more generally his aim. 
This objective was difficult to attain, 
because profits were highly sensitive. 
Their point of sensitivity was at the 
margin. The accountant’s techniques, 
to be of value to managers, must 
therefore show up marginal effects, and 
in future he would be less concerned 
with accounting in absolute terms for 
stewardship, and more concerned with 
accounting for changes at the margin. 
When changes were so examined in an 
accounting context, one would need to 
follow through the examination to 
ascribe causes to the changes that had 
occurred, and so to determine business 
policy. The accountant would, he 
thought, also be increasingly concerned 
with measuring expected changes, and 
comparing them with actual changes. 

At the five other technical sessions, 
there were given the papers summarised 
on pages 371/75 of this issue of 
AccOUNTANCY, and _ discussions on 
them took place in groups and in full 
meetings. . 

Council members of the Society who 
attended in support of Mr. Bertram 
Nelson and Professor Bray were: Mr. 
W. F. Edwards, Mr. J. A. Jackson, 
Mr. W. G. A. Russell and Sir 
Richard Yeabsley (Vice-President of 
the Society). 

The guest night dinner took place on 


September 20 and among the distin- 


guished guests who attended were: 


Mr. T. S. R. Boase (the President of 
Magdalen); Mr. S. Lloyd (Director, 
Guest, Keen & Nettlefolds (Midlands) 
Ltd.); Mr. L. O. Russell (Director, 
British Institute of Management) ; Canon 
R. W. Howard (Master of St. Peter’s 
Hall); Rev. F. L. M. Willis-Bund 
-(Chaplain of Balliol College); Miss 
A. Bradbury (Domestic Bursar, Balliol 
College); Major F. R. B. Whitehouse 
(Director, Chad Valley Co. Ltd.); 
Mr. C. E. Escritt (Secretary, University 
of Oxford Appointments Board); Mr. J. 
Ryan (Director, Metal Box Co. Ltd.) ; 
Rev. Dr. E. L. Mascall (Christ Church) ; 
Professor A. Ewert (the Taylor Institu- 
tion); Dr. C. C. Saxton, M.A., D.PHIL., 
7.8.A.A.; Mr. F. Perkins (Managing 
Director, F. Perkins Ltd., Peterborough) ; 
and Mr. D. Solomons, A.c.A. 


The President of the Society, Mr. 
Bertram Nelson, welcomed the guests 
from the University and from industry 
and said that the Society had now been 


holding courses at universities for 
twenty years since the pioneér course of 
1934. Replying on behalf of the guests, 
the President of Magdalen dwelt on 
the educational problems facing the 
University. Mr. S. Lloyd, of Guest, 
Keen and Nettlefolds, referred to the 
great advances now being made as a 
result of the new machines explained 
in Mr. Dudley Hooper’s paper. 


The New United States Tax Code 
The United States now has a new 
tax code. It is a code of 8,023 sections, 
only one of which has the same number 
as the code it replaces. The record of 
the Congressional committee hearings 
alone takes up as many pages as 
there are sections in the code. Over 
3,000 technical changes were made 
in the tax law, in_ developing 
which the accounting profession, 
through committees of the American 
Institute of Accountants, played a part. 
One accountant-commentator writes 
that the changes “‘ are so extensive that 
the old experts have had their tax 
knowledge pretty much repealed. Now 
all of us can start all over again from 
scratch.”’ (Perhaps an annual Finance 
Act, even one so complex and confused 
with cross-references as this year’s in 
the United Kingdom, is not so bad 
after all!) 

The new law brings tax accounting 
more closely into line with commercial 
accounting; it makes drastic changes in 
the relative tax treatment of companies 
and partnerships; partnerships tax 
and estates tax now come fully within 
the code, instead of being largely sub- 
ject to administration or litigation; 
there are numerous changes in the 


“taxation of individuals; many loop- 


holes have been filled in; there is more 
liberal treatment of companies on 
such matters as net losses, research and 
development expenses, and penalties 
for unreasonable accumulation of earn- 
ings; companies will have to pay their 
tax more speedily than before; there 
are new principles, in the field of estate 
tax, for the treatment of property in the 
name of husband and wife and of 
assurance policies. The new code also 
makes many other amendments, but 
the most important single change is 
probably the new rules for the deprecia- 
tion of fixed assets held by businesses. 
The straight-line method of depreciation 
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may still be used as in the past but, vice, the first in the country to be of these, the exchequer ecjualisatign fl that t 
‘ with certajn restrictions, the “* double jointly provided. The staff of the grant, although it amounts only to fm wide 
declinmg balance” method is now committee is quite independent of the some £60 million, is of particulg ff anol 
4 allowed as an alternative. This method local authorities and its reports are importance because it operates ag ne 
~ applies twice the straight-line rate of advisory only. The assignments which selectively in such a way that. thefgexpec 
#4 depreciation on the reducing balances. can be undertaken are of four main effective rateable value ‘per head off 1956; 
Alternatively, any other consistent types—on general services, reviews of every county and county borough. is fg values 
method may be used provided the departments, special problems and _ raised to the national average. Thus, f valual 
. deductions which it produces for new procedures. The annual report 27 county boroughs and a handful of fare St 
the first two-thirds of the useful life of of the committee for 1953-54 shows counties, whose rateable value per head {Mj comp! 
the assets do not exceed those under the that in the first category five general is already above the national average, vat Y 
double declining balance method. assignments have been completed— _ receive no share of this grant, although ji ‘or al 
The “ sum of the year’s digits ** method on architectural services, the form of they formerly enjoyed the genera {Mj To thi 
is thus permitted and is likely to official advertisements, the form of exchequer grant which it replaced, better 
become increasingly important, be- officers’ and committees’ reports and Against this situation, the 27 county {their 
cause of the large allowances to which of minutes of committees and councils, boroughs have always protested vigor. [ fcet | 
it gives rise in the early years. housing management and transport ously, and a report submitted by their likely 
The aim of the new depreciation rules organisation; one such assignment is treasurers to the official committee jj time t 
is to stimulate investment by industry, in hand, on printing by offset-litho- investigating the operation of the gran {J The 
as “accelerated amortisation ” stimu- graphy; and four subjects—the control, was noted in these columns in June, [Mf contai 
lated it during World War II and the ordering and accounting for office 1953 (pages 174-75). A memorandum fr th 
. Korean war. In assessing their impact, supplies and stationery, the design of now submitted to the Minister by af grant. 
it must be remembered that the declin- _ forms, filing, and quotations and tenders conference of the 27 county boroughs ff return 
ing balance method of depreciation, —are next to be studied. These closely follows the lines foreshadowed in Ml populé 
but at a rate not exceeding 150 per general reports are primarily for the _ their treasurers’ report. further 
cent. (instead of 200 per cent.) of the use of the member authorities but are The main burden of the complaint of ff ae of 
straight-line method, had been option- also placed on sale. In the second the conference is that rateable value is {Mf of bot 
ally allowed for some years, but was category, the work of various depart- no longer an index of the resources [i popula 
not much used. ments in a number of member either of an _ individual or of afMment. 
Another change brought in by the authorities has been reviewed and community—if, indeed, it ever hair at 
new code is also intended to encourage suggestions for improved efficiency and been. Thus, they have no difficulty in ff mpidh 
business, but has deeper significance. economy have been made. In the third refuting the claim made in 1947 by the ff propos 
Under it, individual taxpayers may category, of special problems, the com- then Minister of Health, that the ff aboliti 
; deduct $50 of dividends received, plus mittee has built up a library of in- equalisation grant would — equalise ff ransfe 
4 per cent. of the excess over $50, from formation on office equipment and the burden on “citizens of equa fj exchec 
| their year’s income assessable to tax. advice is given on particular aspects substance.’’ But they are less comfort- [Mj grants 
This is the first inroad into the system of methods. There has so far been no able in dealing with the more recent fj mainte 
whereby companies are taxed on their call for the services of the team in the statement, by the present Minister of fj suppor 
full profits and the dividends are taxed fourth category of its work, the devising Housing and Local Government, that fj review 
| again in the hands of the recipients. of new procedures when a local the grant “looks not to the resources {i ment ; 
; This “ double taxation ” of dividends is authority service is first established. of the individual, but to the resources ol J change 
in contrast to the “single taxation ” The director is Mr. H. J. Dive and _ the local authority, and is designed 0 J As v 
system in force in the United Kingdom his office is at the Westminster City come in relief when those resources art fj @ Whi 
and has been much criticised in  4Hall, Charing Cross Road, London, _ below the average. . . .”” This argument Mery O 
principle. But the modest concession . W.C.2. the conference tries to dispose of by Minist 
- to the critics made by the new code has One wonders whether this com- asserting that aggregate rateable value ment a 
touched off widespread political feeling mendable venture by the Metropolitan is a poor index of the resources of a local J © mal 
that “unearned income” is receiving boroughs might not be emulated by community. The case is soundly JM Exchec 
unduly favourable treatment. some medium-sized businesses, which enough argued, but it is quite off the JM the wh 
The issue of The Journal of Accountancy though too small to have an O. & M. mark unless one equates the resources the ney 
(New York) for September, 1954, is department of their own might ad- of a local authority with those of the J in 195 
almost wholly devoted to a comprehen- _ yantageously set one up jointly. local community, which is precisely HM S great 
: sive survey of the Internal Revenue what the Minister in 1952 refused 93S mu 
Code and until the books start to do. On the main issue, therefore, this JM other, 
appear is the best guide through the Exchequer Grants to Local document carries the argument 10M &ree « 
: complications of the new law. Authorities further forward than the treasures’ J much 
: The expenditure of local authorities, report of 1952, which failed to convinct H@ ‘free. 
O. & M. in the London Boroughs ow probably in excess of £800 million _ the official investigating committee. the po 
| In 1951 there was formed a committee a year, is aided by Government grants In one important respect, howevt that th 
of 22 Metropolitan boroughs to provide which in recent years have rapidly the conference of 27 is likely to recelvt HM 10 a1 
: an “ Organisation and Methods” ser- approached the 50 per cent. level. One more support now than in 1952. AUS terim: 
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that time the new basis for the country- 
yide revaluation had _ not _ been 
anounced, but we now know that the 
new valuations of dwelling houses, 

ted to operate as from April 1, 
199, are to be based on 1939 rental 
values. Im any circumstances rating 
valuations that are 15 years out of date 
ae suspect—and when the 15 years 
comprise World War II and the post- 
war years, the figures of 1939 become, 
for all practical purposes, irrelevant. 
To this extent the claim of the 27 is now 
better founded than it was. Nevertheless, 
their predicament is only a special 
fet of a basic problem which seems 
likely to bother local finances for some 
time to come. 

The second part of the memorandum 
contains suggestions for a better basis 
fr the distribution of the exchequer 
gant. The proposal is, basically, for a 
rtum to the 1929 formula, with 
population as the main factor, and 
further components to allow for short- 
we of rateable value, high proportions 
of both young and old, sparsity of 
population and, possibly, unemploy- 
ment. Special treatment is suggested 
fr authorities whose population is 
rapidly declining. Allied with these 
proposals is a further demand for the 
abolition of derating—or at least the 
tansference of its burden to the 
exchequer—a proposal to reinstate 
gants to county boroughs for the 
maintenance of classified roads, and 
support for the growing demand for a 
review of the whole system of Govern- 
ment grants and immediate technical 
changes in the education grant. 

As we go to press, there is published 
a White Paper (Her Majesty’s Station- 
tty Office, gd. net), in which the 
Minister of Housing and Local Govern- 
ment announces that he is not prepared 
‘0 make any interim changes in the 
Exchequer equalisation grants, but that 
the whole system will be reviewed when 
the new valuation lists come into force 
1956. One of the reasons, that there 
Sgreat pressure on Parliamentary time, 
S much more convincing than the 
other, that local authorities do not 
‘gree on reforming measures. It is too 
much to expect that they ever will 
‘gree. It would have been more to 
the point if the Minister had argued 
that there is not enough time between 
how and i956 to produce and operate 
term reforms. 


Auditors-General in Conference 


A first conference of auditors-general 
from the Commonwealth countries was 
held in 1951 and was so successful that 
another was held last month. The 
auditors - general of the United 
Kingdom, Canada, South Africa, India, 
Pakistan, Ceylon, Rhodesia and Nyasa- 
land attended, and there were also 
observers from the London audit 
offices of Australia and New Zealand. 

Among the subjects of the discussion 
were the degree of latitude to be 
allowed to Government Departments 
in spending money voted for another 
purpose (virement); whether Govern- 
ment accounts should be on a cash 
basis or on a commercial basis; how far 
test checks suffice in audits; whether 
the public audit should cover stores and 
store - keeping; whether Departments 
should hand over to the Exchequer 
money received through trading or 
should bring it into their own accounts; 
the effects of the use of electronic 
accounting machines upon audit 
procedures; and whether the central 
audit should cover local authorities. 

It is a pity that no report of these 
meetings is to be published, for even 
this selected list of the subjects for 
discussion suggests that there was much 
of general interest in them, and even 
more that would have been of interest 
to the accountancy profession. One 
also wonders whether the next confer- 
ence might not with advantage be 
widened to include representatives 
from countries outside the Common- 
wealth—the differences in practices 
among the Commonwealth countries 
themselves are hardly narrower than 
those between them and some foreign 
countries, and even when practices are 
quite disparate, useful lessons can be 
learned from comparing them. 


Shorter Notes 


Census of Production for 1955 


An Advisory Committee has been appoin- 
ted to advise on the preparation of forms 
and instructions and the making of any 
order for the census of production to be 
taken in 1956 for the year 1955. The 
chairman is Mr. J. Stafford, of the Board 
of Trade. Professor F. Sewell Bray, F.c.a., 
F.S.A.A., is a member. 


£5 Notes for Wage Payments 

To simplify their accounting and to make 
_pay packets less bulky, Hoover Lid. are to 
use £5 notes for wage payments at their 
factory at Perivale, Middlesex. In Scotland, 
seven banks issue their own £5 notes, 
slightly larger than £1 notes, and they are 
used for the most part in wage payments, 
particularly in coal mining. 


American Productivity—The 

Final Report 
The last of the team reports of the Anglo- 
American Council on Productivity, that 
entitled Industrial Engineering (price 5s. post 
free from the British Productivity Council, 
London), being perhaps the most general 
of the reports is also one of the most useful. 
The report attaches overriding importance 
to the sharp and urgent competitiveness of 
the American economy, to the concerted 
application of modern managerial tech- 
niques by the industrial engineer; and to 
the ever-present cost consciousness among 
all ranks in industry and commerce, and 
the rapid marshalling of costs. The chapter 
on the last of these factors is particularly 
good reading. 


The Taxation Conference 


The modest claim by our contemporary 
Taxation that its annual conference “ seems 
to have taken a definite place in the calendar 
of the professional year” is more than 
justified. The thousand or so attending at 
Harrogate from September 17 to 20—the 
number had to be restricted, so great was 
the demand—heard papers on the taxation 
of receipts from property, taxation of super- 
annuation schemes, recent tax legislation, 
and the implications of the Holt case on 
death duties. There was a mock appeal 
before the Commissioners. Numerous social 
events also took place. 


A Tax Incentive for Smoke Abatement? 


The National Union of Manufacturers has 
suggested to the Beaver Committee on 
Air Pollution that no legislation is neces- 
sary, but that the problem would be solved 
if capital expenditure on fuel efficiency were 
allowed to be charged for tax purposes 
against revenue in the year in which the 
expenditure is incurred. 


Graduating in Electronics 


Harvard University has announced a course in 
electronic computers. It covers engineering, 
electronics, business procedures, accounting 
and industrial operation, and will lead to 
the degree of Master of Science in data 
processing, the first such degree offered by 
an American University. 
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communications to be. addressed to the Editor, 


The price of a single copy is 25., postage extra. All 


Incorporated Accountants’ Hall, 


Temple Place, Victoria Embankment, London, W.C.2. 


More Fixed Assets ! 


THERE ARE SIGNS OF AN EXPANSION OF 
industrial investment by British business 
men. Orders for machine tools started 
rising in the last quarter of 1953, when 
they totalled £10°5 million, compared 
with £8-8 million in the third quarter 
of that year; in the first quarter of 1954, 
they had reached £10-9 million and in 
the second quarter, £12-4 million. The 
Board of Trade has been approving 
more plans for building new factories, 
or extensions of existing factories, than 
in any postwar year; about half as 
many plans again were approved in 
recent months than a year previously. 
This is an encouraging and welcome 
turn of things. But we must moderate 
our self-congratulation. Last month 
there appeared the annual Blue Book 
National Income and Expenditure (for 
1946-53, price 6s net from Her 
Majesty’s Stationery Office), ampli- 
fying and amending the figures appear- 
ing in the earlier National Income 
White Paper. Some of the tables of the 
Blue Book lend full-bodied support to 
all those — economists, Government 
spokesmen and industrialists alike— 
who have for a long time past been 
lamenting the short-fall in industrial 
- investment in this country. The total 
of fixed capital formation has certainly 
grown substantially in recent years: in 
1948 it was £1,396 million and in 1953 
£2,333 million. But corrected to 1948 
prices, the second figure reduces to 
only £1,755 million, so that the real 
increase over the six years was only 
20 per cent. Over that period, the 
gross national product increased by 
15 per cent.: thus the growth of the 
resources invested in fixed capital has 
barely outpaced the expansion in the 
available resources themselves. More- 
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over, new housing alone, which ac- 
counted for £342 million of investment 
in 1948, took £500 million in 1953, at 
1948 prices; grouping education and 
the other social and public services 
with housing, these non-industrial out- 
lets absorbed at least £210 million of 
the increase, amounting to £359 mil- 
lion, in total fixed capital formation 
over the period. Nor is that all. It is 
notorious that the nationalised indus- 
tries have received very favourable 
treatment in Governmental investment 
planning and, although the published 
statistics do not enable an estimate at 
unchanged price levels to be made, it is 
clear that the expansion since 1948 
in the fixed assets of the coal industry, 
electricity (a very heavy investor), gas, 
water, railways and the Post Office, has 
been sufficient to leave private industry 
investing less in 1953, reckoned in real 
terms, than it did in 1948. 

It cannot be too often repeated that 
Britain’s greatest economic need is an 
emphatic growth of plant, machinery 
and factory space. The contrast with 
the United States is familiar, but it is 
much less commonly realised that the 
United Kingdom also compares un- 
favourably not merely with the United 
States and Canada but also with every 
major country of Europe, on the test of 
the relative part of the national product 
that is put back into capital formation. 
This is shown by figures for 1952, given 
in Statistics of National Product and 
Expenditure, 1938, 1947 to 1952, just 
published by the Organisation for 
European Economic Co-operation. 

The recent revival of industrial invest- 
ment in Britain is merely a short step, 
a very short step, in the right direction. 
There is no doubt that this revival is 


due to three main factors. First, ang 
most important, is the recovery jy 
health of the economy, with 
prospect which that recovery hy 
created of a continuous maintenang 
of consumers’ demand at a high level, 
Expecting prosperous domestic marke, 
industrialists have been willing 
expand their productive potential t) 
supply them. Second, is the easement 
in company finances, which has caused 
almost all businesses — the exceptions 
are chiefly family concerns sorely hit 
by income and profit taxation and 
actual or expected estate duties—to le 
well-provided with liquid funds avail 
able for expansion. Third, are the fiscal 
and other encouragements to inves 
brought in by the Government during 
the past two years. The restoration ¢ 
initial allowances in the Budget of las 
year, the introduction of investment 
allowances in the Budget of this, and 
the progressive freeing of factory build- 
ings from licensing — so that dl 
buildings under £25,000 are now 
licence-free and over that limit the 
licensing procedure is nominal in most 
parts of the country—are the most 
important of these stimuli. 

No doubt the improvement in indus 
trial investment will continue all the 
time the economy remains healthy, and 
prospective demand strong; all the 
time company savings are sustained at 
high levels—which means while con: 
panies do not have to lock up funds in 
stocks at inflated prices; all the time 
the present fiscal inducements att 
maintained. But the modest improve 
ment in industrial investment carmis 
its dangers with it. It may deludew 
into thinking that all is well, wherea 
all is certainly not well unless a pr 
nounced and continuous expansion 5 
on the way. We cannot assume that 
such an expansion will show itself unles 
it is deliberately fostered, and much 
more attention needs to be devoted 
the ways of fostering it. This problem 
should be a very prominent item on tht 
agenda of Government  economit 
business. It is to be hoped that a sub 
item is the consideration of an increa* 
in the rate of the investment allowan 
or a change in the allowance to bmg 
its financial benefits forward to the 
present (instead of leaving them in the 
more or less distant future), for certain! 
such changes would provide a poweril 
incentive to invest. 
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Focus on Management Accounting 


—_—_— 


We summarise the five papers given at the Incorporated Accountants’ Course on Management Accounting at Balliol College, Oxford, 
from September 17 to 21, 1954. Four of the five papers are published in full in the “‘ Practice Notes’ series issued by the Society of 
Incorporated Accountants and may be obtained from the Secretary of the Society, Incorporated Accountants’ Hall, Temple Place, 
Victoria Embankment, London, W.C.2, at the following net prices: “* Mechanisation Present and Future,” by Mr. Dadley W. 
Hooper, M.A., A.C.A. (5s.) ; “‘ Statistics and the Accountant,” by Mr. W. F. Harris, A.S.A.A. (108.);“ Incentives for the 
Clerical Worker,”’ by Mr. Geoffrey J. Mills, A.C.I.S. (2s.) ; and “* Financial Management,” by Mr. G. S. Nelson, A.S.A.A. (25.). 


Mechanisation Present and Future 


JHE DEVELOPMENT AND ACCOUNTING USES OF ELECTRONIC 
computers were explained by Mr. Dudley W. Hooper, 
wa. A.c.A., Chief Organising Accountant of the National 
(sal Board, in his paper on “* Mechanisation Present and 
Future.” 

Mr. Hooper observed that the development of mechanised 
accounting was directed towards the quickest possible 
presentation to management of useful accounting state- 
ments to enable a business to be conducted with maximum 
dficiency. The requirements were speed, reliability, the 
processing of a large volume of original data, and the 
election of significant items. 

The five basic component parts of every figuring or 
accounting operation were: (a) input unit; (b) calcu- 
lating or arithmetic unit; (c) storage unit—/(i) basic, 
(i) intermediate and (i) instructional; (d) control unit; 
and (e) output unit. Mr. Hooper showed how the logical 
development of mechanical devices had resulted in the 
mechanisation of each of these five components of the 
accounting operation. 

Mr. Hooper gave a detailed and comprehensive survey 
of the history and development of calculating and accoun- 
tancy devices and machines, from the abacus to the 
tlectronic computer. 

An important distinction between a computer and a 
punched card installation was that the range of instructions 
which could be fed into it was much wider. For example, a 
computer could be instructed to : 


(a) refer to a table of items previously stored within it and 
select the appropriate item required ; 

(b) examine an intermediate result in a computation, and 
select an alternative programme dependent upon the result 
of a preceding computation ; 

(c) compute a problem a second time in a different way and 
compare the answers to ensure correctness ; 

(¢) determine whether a computation has been completed 
to the degree of accuracy required and then turn to the next 
problem, and 

(¢) provide information when desired as to the accuracy or 
reliability of its own internal components. 


The electronic digital computer—which the speaker 
described at length—represented the maximum degree of 


automaticity in all aspects, and it seemed clear that future 
development of mechanised accounting would be in this 
field. 

The most important piece of electronic mechanism was 
a valve, which could be alternated between two positions 
as frequently as a million times a second, and so could 
control the passage at regular intervals of momentary 
“* pulses ” of electricity. Electronic counting was based on 
binary arithmetic—a note on which Mr. Hooper provided— 
in which everything was reduced to a simple question of 
o or 1—‘‘ on” or “ off,” without the need of apparatus 
sensitive enough to recognise nine degrees of “on.” Data 
could be stored, in the form of a pattern of electric pulses, 
either static or in motion within the machine, until required. 
A train of pulses could represent a digit, and digits could 
represent instructions, the computer distinguishing between 
data and instructions by the order in which they were 
received. The “ programme ”’ for an operation contained 
all the instructions needed for that process and was fed 
into the computer before the varying data to which the 
programme was to be applied. 

It was important to realise that a computer could not 
think originally or intuitively, determine all its own 
instructions, or perceive or interpret any situation arising 
outside the precise instructions given to it. But it had the 
highest degree of automaticity, was extremely fast, possessed 
selective ability, and could deal with a large volume of 
basic data. 

Modern computers attained a very high degree of 
accuracy, but could not be more reliable than the organisa- 
tion of the system. Internal check should still be applied. 
In deciding whether or not to install a computer, it was 
necessary—as in deciding whether any other form of 
mechanisation should be installed—to consider the old 
method of doing an operation, the precise requirements 
of the system, and the alternative new methods possible ; to 
examine other applications of such new methods; to plan 
the operations as they would be carried out under such 
new methods; to gain experience of a prototype installation 
or trial run; and to consider the detailed arrangements 
for a controlled switch-over to the new method. 

Commercial computers were being produced at between 
£12,000 and £20,000 and it was estimated that one could 
do the work of fifteen clerks. 
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Computers were now being built on the “ package ” 
principle, so that further units to increase capacity and 
other functions could be added as required. Many interest- 
ing developments were taking place in the United States 
of America. There was an input unit capable of reading 
printed or typewritten matter and translating it into coded 
impulses at a speed of 50 or more characters a second, 
thus eliminating the need for punching cards or tape. A 
desk-sized unit called an “ electronic inventory register,” 
kept current “ ledger ” balances in magnetic drum storage. 
A recent experiment used teletype input over a 500 mile 
line, with completely satisfactory results. A central installa- 
tion might therefore serve a dispersed organisation. 

In the United Kingdom the development of computers 
for accounting purposes seemed at present to be largely 
the extension of existing punched card principles on elec- 
tronic techniques. An electronic multiplier with an added 
storage unit transformed a punched card installation into 
what might be considered a computer, the degree of auto- 
maticity per process and the number of operations per 
run of the punched cards depending on the capacity of the 
storage unit within the electronic multiplier. An installa- 
tion of this kind, little more expensive than a punched 
card installation, could, for example, calculate a com- 
plicated make-up of gross pay where there were different 
rates, the earnings of each rate must be tested against a 
guaranteed minimum, and the overall wage made up if 
necessary, the qualification for bonus must be tested and the 
bonus, if any, calculated and added in, and other allowances 
included for particular operations. All such calculations 
could be performed in one passage of cards. 

The future development of computers for accountancy, 
said Mr. Hooper, was the responsibility of the accountant. 
The manufacturers of punched card machines were familiar 
with accounting problems, but other designers of computers 
did not always appreciate the need for internal check and 
that a comparatively small amount of calculation would 
normally be required on a very large quantity of input. 

The use of a computer compared to manual operations 
was as a swiftly flowing river to a dripping tap. In the 
not very distant future there would be few firms of conse- 
quence who were not using computer techniques in manage- 
ment accounting. 

The paper concluded with a bibliography of computer 
literature. 


Statistics and the Accountant 


Mr. W. F. Harris, A.s.A.A., speaking on “ Statistics and 
the Accountant,” dealt with the accountant’s functions in 
relation to statistical data; statistical method, for extracting 
and analysing facts and implications; and _ statistical 
presentation to management. 

Statistical data were often derived from accounting 
records, but statistical analysis for management might 
require a departure from accounting forms and definitions 
and compilation of data on a non-accounting basis. The 
accountant should himself be statistically well informed 
about economic and commercial trends and about his own 


company. 
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In the use of figures the statistician differed from 
accountant: the statistician regarded every number not x 
exact but as having a “ fringe ” of plus or minis, and ly 
often proceeded by representative sample, wvereas jj 
accountant took pains to assemble the whole of tie inform, 
tion. 

Mr. Harris then explained the calculation and use g 
averages, the range, standard deviation, and skewn 
and their application to accounting problems. He empha 
ised that statistics could not provide all the answers— 
enabled one to reach quantitative conclusions, but the 
must be examined in the light of more subjective facton 
which went to explain the phenomena shown up by theli 
statistical analysis. 


Regression analysis and curve fitting by the metho 
of least squares were illustrated in relation to cost varia 
tions. The technique was best applied, in this contey 
when the unit of output was homogeneous. The applicatiy 
to financial forecasting, including cost prediction an 
asset/liability prediction, was discussed. 

Correlation showed statistical sympathy between two 
sets of figures, but not cause and effect, which could bd 
investigated by the use of analysis of variance. The analysi 
of variance, which Mr. Harris briefly explained, was ; 
technique of importance to accountants in investigating 
the causes of fluctuations in costs, balances and the per 
formance of staffs. 

In sampling, it was necessary to ensure that the sampk 
was chosen at random and free from bias. The accuracy 
of the result depended not on the size of the univers 
but on the size of the sample. 

Sampling (including double sampling and_sequenti 
sampling) was explained. Sampling was of value in inspec 
tion schemes for quality control (including the use of contr 
charts), cost control, invoice checking and auditing 
Audit test checks were too often based on rule of thuml 
methods: the auditor’s experience was a useful guide, buti 
should be supplemented by a scientific approach. Statistic 
theory could help both in the examination of the system 
of internal control and in the more detailed checking of th 
records. In the field of internal control, it could sometime 
assess the probability of undetected collusion. In the secon 
field, the scheme of checking could be statistically designe 
to ensure maximum effectiveness and to assess the probalt 
ity of error of a sample check. 

The mathematical technique of differential calcul 
was of value in such matters as ascertaining the optimum 
level of inventory. Whitin had recently demonstrated thi! 
the economic purchase quantity varied (a) directly with th 
square root of (7) expected sales, (i) costs of procuremel 
and (6) inversely with the square root of carrying chargé 
The same analysis applied to the determination of economt 
batch sizes in manufacturing, substituting “ setting up) 
for “procurement.” Integral calculus was _potentiall 
even more valuable than differential calculus, and could 
helpful in analysing and forecasting demand for a produ 
The calculus of finite differences was also alm 
unknown to accountants, but had obvious account} 
applications in curve fitting, interpolation and summat® 
of a series of numbers connected by a mathematical la 
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But it required a fairly high level of mathematical ability. 


rom 

Tr not af Logarithmic graph paper was of considerable assistance 

, and hl in comparing the proportionate rather than the absolute 

reas th amount of change. 

inform In presentation, it should be remembered that while 
tables, graphs and charts for one’s own use could be as 

d use off complex as one chose, those designed for use by others 

skewnegfl should be as simple as possible. 

empha Graphical presentation had the appeal of simplicity, 

wers—jffm but where accuracy was critical it should be supplemented 

but thewll by tables. Simplicity must be the keynote of a graph, and 

€ factor anything which might at first sight give a misleading 


impression should be avoided. 

The use of statistical method in accounting required 
methoifl tat finance management must be able to recognise prob- 
lms in which it might be useful; must be willing to 


> by the 


St varia " . 
contex: a experiment with the techniques; and must have access to 
lication ‘he technical skill necessary to devise and operate them. 


The accountant must not be reluctant to consult the 
market research or other departments of his organisation 
0 obtain any statistical expertise that reposed there. 
The most logical approach was that accountants should be 
aware of the possibilities of statistical techniques and 
have access to specialised statistical skill when needed. 
But statistical effort should be used not simply because it 
wuld be used—and its novelty appeal should be resisted. 
Itshould be used only if in economy, speed, accuracy and 
wefulness, it was the best way of doing the job. Mr. Harris 
believed that statistical method would prove of inestimable 
value in the accounting field during the next few decades. 
The accounting profession should be responsible for this 
development, but if it was to be, it should; (a) concentrate 
more upon investigating and disseminating information 
on the most useful fields for applying statistical techniques ; 
nit b) break down any resistance within the profession against 
wuditing he adoption of non-accounting techniques and encourage 
f thum heir application in practice; and (c) give more emphasis 
le, buti om the importance of statistics in its examinations. The 
(ats accountancy student intending to specialise in industrial 
€ systtlior management accounting would be with advantage 
ig Of tiff xamined in statistical knowledge, rather than in bank- 
mete ruptcy, liquidations, executorship law and accounts. 
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Incentives for the Clerical Worker 


ted til There had been no widespread movement towards the 
with th application of incentives, financial or otherwise, to clerical 
emcee work, said Mr. Geoffrey J. Mills, a.c.is., in his paper 
charg entitled “ Incentives for the Clerical Worker.” 
conom'll §=Theoffice lagged behind the factory in applying incentives 
ng UW Marly because the office grew to importance and in size 
tential ter than the factory. Some expected that factory methods 
sould could be appropriately carried over to the office, for 
produc ‘ample, that the common form of incentive for factory 
alm Workers—some form of premium bonus based on accurate 
ountiN™ t near-accurate time study—would be suitable for office 
sel workers. ut there were difficulties in applying direct 
cal 1" financial incentives in the office. Although (contrary to the 


statements of many) the great majority of clerical jobs 
could be measured, there was a large proportion which 
could be measured with sufficient accuracy for bonus 
schemes only at high, probably prohibitive, cost. This was 
partly the result of the multiplicity of small jobs in the 
office and was partly due to the numerous factors, incon- 
venient to count, influencing the time an office job should 
take. Every event in an industrial organisation had 
repercussions upon the office work. 


The two fundamental requirements for measuring work 
for an incentive bonus based on output were that there 
should be a unit of output which was easy to count and 
record, and that the work content of the unit should be 
reasonably constant. 


Take some of the more straightforward routine jobs 
which might be considered suitable for an incentive scheme. 
A possible unit of measurement for typing letters, easy to 
record, was the key stroke. But a complication was that 
the proportion of tabulating work varied. Sales invoices 
could be easily counted, but if the work value per invoice 
was not constant, as in practice it was not, a simple count 
was unsatisfactory. Calculating work required substantial 
recording. Ledging posting was perhaps more tractable 
but represented only a small part of the work of an accounts 
office. 


An accurate system could be designed, but it would be 
costly to the employer and unsatisfactory to the employee 
because its complications hid the direct connection between 
effort and bonus reward. A simple system might be unsatis- 
factory for both parties because it did not accurately 
measure the work. 


Mr. Mills thought it was generally impracticable and 
too costly to install a direct financial incentive scheme for 
more than a small proportion, say, a quarter, of clerks 
employed in an office. Even so, transfers to and from the 
jobs covered by the scheme created a difficulty, and dis- 
satisfaction among those doing jobs outside the scheme 
could lead to their being given a certain fixed bonus, but 
they would again be dissatisfied if later transferred to a job 
where a comparable bonus could be earned only within the 
scheme and with harder work. In offices having incentive 
schemes for the more straightforward jobs, clerks tended to 
stay on the work throughout their employment. These jobs 
were generally the junior ones, so that young people tended 
to have restricted experience and limited promotion possi- 
bilities. This was bad for organisation and workers 
alike. . 

The solution lay in work measurement—but untied to 
bonus. The measurement should not be accurate (and 
costly), by a time study specialist, but should be done, 
with some approximation, by the supervisor in charge of 
the work. He should prepare brief specifications for each 
job and should be able to justify the standards to the clerks, 
who should understand the uses to which they would be 
put. Some kind of index of performance in relation to the 
standards might be prepared, but this had the objection 
that it emphasised information after the event. The work 
standards were better used before the event, when they 
would aid control. Some form of programme should be 
drawn up. Not only regular work, like the preparation of 
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the payroll, could be subject to a programme but also, if 
work standards were available, irregular work, like prepar- 
ing sales invoices, sanctioning purchase invoices for pay- 
ment, ledger posting with variable volume, queries. There 
were usually completion dates for such jobs but the super- 
visor should measure the work passing through his area of 
responsibility. The plan could be a daily or weekly pro- 
gramme for groups of clerks or, with a variable load, the 
work could be distributed on a batch to batch basis. 
Control, and increased output, depended upon supervisors 


and clerks knowing in advance how long a job was expected _ 


to take. 

Clerical work was commonly regarded as dull. But there 
was the potentiality for offering a great variety of work, 
including some that was extremely interesting. The variety 
and range of the work—the very factors which made it 
difficult to apply direct bonus schemes—could be exploited 
to give real job interest to clerks.. By proper grading of the 
tasks, great opportunities for promotion and development 
could be offered the individual clerk. In linking salary 
scales with job grading, a range of rates instead of a single 
rate could be attached to each job grade, so providing a 
financial incentive by a form of merit rating for each clerk. 
Salary scales need not be based purely on age, or salary 
increases merely on the passage of time. Promotion could 
be solely on merit. 

Job interest had to be stimulated—visits and _ talks, 
suggestion schemes, training schemes, house journals, 
education facilities were all important, but direct personal 
contact from senior officer to subordinate, building up the 
significance of the work done, was most important of all. 


Financial Management 


Mr. G. S. Nelson, A.s.A.A., observed that his subject, 
‘* Financial Management ”’ included all activities relating 
to the financial resources of an undertaking. It was more 
than the preparation and presentation of accounts, for which 
the accountant should be responsible to the financial 
manager. Ideally, the financial manager should be a 
director. 

Mr. Nelson confined his paper to the aspects of financial 
management relating to capital. 

Capital, he said, was always acquired for some predeter- 
mined objective, whether for the formation of a new com- 
pany or for expansion of an existing business. The financial 
manager’s job was to advise whether the money needed 
was available, and if not how it could be raised. A new 
company should never rely on future profits for the funds 
required. The capital structure should be as flexible as 
possible, to permit the introduction of further capital as 
required for future expansion. Long-term projects should 
never be financed, even temporarily, by short-term loans, 
and bank overdrafts were appropriate only for self-liquidat- 
ing transactions, not for permanent working capital. 

Funds might be raised by public or private subscrip- 
tion, or by a finance house, or in appropriate cases by 
application to the Jndustrial and Commercial Finance Corpora- 
tion or the Finance Corporation for Industry. In the development 
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areas a Government loan might be available. In any event 
very useful advice could always be obtained from an 
issuing house. 

In considering how the market terms for capital 
into the future plans of the company and how its balance 
sheets will look in years to come, questions such as the 
following pose themselves. 

Will the ratio of loan to share capital in any way affeg 
the company’s credit standing? Will the capital structure 
be balanced? What will be the asset cover for the loan and 
Preference capital? What will be the probable earnings 
yield and dividend cover? Will the terms and conditions 
of loan capital be completely restrictive or will they permit 
of borrowings from other sources if necessary ? Can the loay 
be repaid before maturity and, if so, under what circum. 
stances and at what price? In the case of an established 
company, how will the new shares or loan affect the com. 
pany’s existing shareholders and, if it is a public company 
with shares quoted on the Stock Exchange, how will th 
market price of those shares be affected ? 

The spending of the money raised would need carefil 
planning and management accounting. Progress reports 
should show clearly the physical progress made as well 
as the amount spent to date. Accounting information 
must be easily understood and promptly produced. Com- 
parative percentages and ratios and explanations were 
imperative. 

The financial manager must have an effective voice in 
deciding how far profits should be distributed as dividends 
or retained to meet the needs of the business. Obsolescence 
of fixed assets was usually a greater problem than deprecia- 
tion. Funds for replacement of assets must be kept readily 
available at the bank or in gilt-edged dated stocks. 

In conclusion, Mr. Nelson said he could not see any 
advantage in shares of no par value. 


Costs, Plans and Prices 


Mr. D. Solomons, B.com., A.c.A., in his paper on “ Costs 
Plans and Prices,” dealt with the variability of costs with 
output or volume, which he considered one of the most 
important aspects of planning and pricing on which 
management looked to the accountant for enlightenment. 

Mr. Solomons pointed out the defects in a number 0 
existing methods of measuring marginal costs. At the lowes! 
level of sophistication he placed attempts to classify al 
expenses as inherently “ fixed” or “ variable,” whereas 
in fact the fixity or variability was a quality which was 
relative to a specific business decision. Most costs wert 
fixed in the very short run, but variable if time wet 
allowed for adaptation, and Mr. Solomons gave other 
instances of costs that were fixed in one context and 
variable in another. 

The break-even chart had the advantage of presenting 
budgetary rather than historical information. But it had 
serious limitations, which the speaker discussed, and if the 
picture presented was near the truth this could only b 
due to the cancelling out of irregularities by a seri¢s ° 
happy accidents. 
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Regression analysis involved a series of scatter charts, 
me for each class of expense, showing the level of expense 
curred at different scales of operation, after correction 
ifthe records to eliminate as far as possible the effect 
{other disturbing influences on cost. The points thus 
plotted never fell into straight lines, and many errors 
wuld be made in drawing the regression lines to obtain 
ihe best possible fit. 

The heart of the problem of measuring incremental 
gsts was that virtually every firm made a variety of 
goducts by a variety of processes. A single figure for 
“output ’’ or “volume” could be found only by using 
ome unit of input, such as machine-hours or standard 
gst; or of value, such as sales value or standard cost of 
Much product. But unfortunately two products equal in 
the chosen factor would not necessarily have the same 
icremental cost: neither regression analysis nor any other 
if the methods reviewed gave the incremental cost of 
apanding the output of a specific product by a specific 
amount, taking into account the level of output of other 
poducts. Yet this was essential information if the selling 
pices of products were to be fixed rationally. 


Mr. Solomons explained how similar doubts applied 
ithe method of computing the cost per unit of product of 
direct materials, direct labour and variable overheads in 
vhat was called direct or variable or marginal costing. 

Mr. Solomons then put forward the following re- 
quirements for a technique for measuring marginal or 
icremental cost for managerial purposes: 


1. If the technique purports to give figures of short-run 
marginal cost, the nature and length of the short-run should be 
specified. 

2. The marginal cost data provided should be in respect 
of quantities of actual products, not of a nebulous “ output ” 
or “ volume.” 


3. It should be clearly shown that some costs do not change ° 


smoothly and evenly, but rather increase in jumps at critical 
production levels. 

4. Account should be taken of quantities currently being 
produced not only of the product under inquiry, but also of all 
the other products being made. 


Obviously, also, the method must not be so costly that 
the value of the information obtained was less than the 
cost of getting it. 

The method proposed by Mr. Solomons to satisfy these 
requirements used what was called “the engineering 
approach,” working in terms of physical data. An appro- 
priate product characteristic must be chosen to measure 
the incidence of each expense—perhaps a different 
characteristic for each. A similar method was already 
used by laundries, but they used it to ensure that costs were 
absorbed, whereas Mr. Solomons was concerned with the 
prediction of variations in cost. 

A table could be compiled of the cost of laundering vary- 
ing numbers and assortments of articles, giving figures for 
each expense in terms of a stated product unit—for example, 
sorting—number of articles; washing—pounds weight; 
drying—a space-time unit based on size and texture of 
material; calendering—square inches of area. It should 
be noted that the columns could not be added up because 
the units differed; and the figures would not increase 
evenly but would jump suddenly at different points where 
additional equipment or labour was involved. 

To find the amount of increase in total costs to be 
expected if the production of article X were increased by, 
say, 2,000 a week it would first be necessary to convert 
to the various units used the quantities of products already 
being made. Then it would be necessary similarly to 
convert the increase of 2,000 of article X: for example, to 
launder the 2,000 additional articles might involve an 
increase from 3,000 lb. to 6,000 lb. in the weight 
washed, one from 4,000 to 5,000 in the number of drying 
units and so on. 


AUSTRALIAN IDEAS ON 
COMPANIES ACT REFORM 


Accounting Requirements in Companies Acts 
was one of the subjects discussed at the 
4 convention of the Australian 
Society of Accountants held in Adelaide, 
Queensland. Three papers were sub- 
mitted, the first by Mr. R. Keith 
Yorston, 8.cOM., F.A.S.A., the second by 
Mr. Edmund A. Burley, a.a.s.a., and 
the third by Mr. R. M. White, F.a.s.a. 
Mr. Yorston’s paper was compre- 
tensive and it was only to be expected 
that the two succeeding papers would 
be shorter. All the authors made 
fequent reference to the British Act 


of 1948 and compared it with the 
legislation on companies incorporated 
in Australia. 

The main interest in these papers to 
readers in the United Kingdom lies in 
their criticisms of the 1948 Act and their 
suggested extension of legislation on 


accounts. Some general comments 
made by Mr. Yorston probably reflect 
the trend of thought in the profession 
in Australia. He posed a number of 
questions in support of his argument 
that accounts should be more informa- 
tive. Two important questions so posed 
were: “Is not the average investor in 
company shares ‘ bewildered’ by the 
technical accounting statements result- 
ing from compliance with even the 


accounting requirements of the present 
Companies Acts? ”’ and “ Is not one of 
the effects of the freedom from liability 
which the corporate form of ownership 
provides to throw the risks of an 
enterprise unduly on the creditors of 
a company?” 

Mr. Yorston suggested that legislation 
should provide for the accounting 
records to be maintained so that they 
could be conveniently and properly 
audited. This provision would be in 
addition to the requirements of 
Section 147 of the British Act of 1948. 
We feel that this is pushing legislation 
rather too far. While the convenience of 
auditors is not to be overlooked, there are 
few accountants who would voluntarily 
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design their systems with ease of 
auditing as one of the main objectives. 
If the books of account are drawn to 
record fairly the transactions of a 
company and its state of affairs, it is a 
fair assumption that they are capable of 
audit. If Mr. Yorston’s proposition 
were to be accepted, some of the 
machine accounting systems at present 
in force might not be acceptable as 
“convenient” for audit. Even if 
mechanisation and other features of 
modern accounting systems present 
auditing difficulties, there is no reason 
to suppose that the problems will not be 
solved by changes in _ auditing 
procedures. 

Mr. Yorston made an attractive 
suggestion that the comparative figures 
in accounts should do more than 
record the figures for the preceding 
year. He suggested that the comparison 


should cover at least five years, so that 
the reader may ascertain the trend 
and not be misled by any short-term 
variations. Many companies in the 
United Kingdom are now issuing 
statistical information giving figures of 
this kind. But this information is not 
part of the formal accounts, as reported 
on by the auditors. If these statistical 
statements were approved by the 
auditors, Mr. Yorston’s objective would 
be attained in a rather different form. 

In the United States some companies 
prepare statements of the source and 
application of funds. Sometimes they 
are sent to shareholders but usually 
their circulation is restricted to company 
directors and officials. Mr. Yorston 
suggested that the preparation of 
statements of this kind should be made 
obligatory, arguing the shareholder 
would understand such statements more 


easily than he would interpret publishe 
accounts of the orthodox type. Whik 
the idea has much to commend 
it should be pointed out that th 
purpose and use of statements of the 
source and application of funds go much 
beyond the intelligible presentation 
information to shareholders (se 
Accountancy for March, 1954, page 
88-91).. 

Mr. Yorston in common with many 
accountants in the United Kingdom 
considered that the auditor’s repor 
required by the British Act was im 
verbose. He suggested that if there wa 
a recognised standard of audit 
procedures the “ scope ”’ section of the 
audit report could be limited. The 
difficulty is to secure recognised 
standards, but there is a good example 
in the United States, where the scope 
and opinion paragraphs are brief and 
reasonably uniform. 


Problems of Codification in Mercantile Law 


By W. GRAHAM CRAIG, .aA., LL.B., F.C.C.S. 


Ir THERE BE ANY TWO ATTRIBUTES WHICH COMMEND 
themselves in particular to the business community in the 
conduct of their everyday relations, these are clarity and 
simplicity. So, when the Industrial Revolution and its 
social and economic influences first made themselves felt 
in this country in the early 1gth century, and the trickle 
of litigation which accompanied them later assumed the 
dimensions of a torrent, it was natural that men should 
turn in relief to any suggestion which appeared to afford 
an easy and infallible solution to the problem of how to 
simplify the law. It was a time of tremendous economic 
and industrial activity; one new invention followed 
another with the minimum of interval ; canals, roads, 


factories, railways, and a thousand and one new forms of . 


industrial undertaking were coming into being on a scale 
hitherto unconceived. It is no mere coincidence that the 
first Act to confer legal personality on corporations by 
registration alone was enacted in 1844 or that the principle 
of limited liability was introduced in 1855. The demand 
was for more and ever more capital. Only by the collective 
aggregations of individual savings could the necessary 
capital be raised to float and finance the huge commercial 
and industrial enterprises which were being launched on 
projects of a revolutionary order, both in purpose and on 
scale. 
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In the sphere of law, likewise, the Industrial Revolution 
effected changes of first and vital consequence. The 
law of master and servant, which hitherto had been 
confined within the narrow boundaries of medieval dot 
trine, assumed new forms and developed new principles 
The intervention of the State imposed more stringest 
conceptions of liability and duty on the employer in fac 
tories, as in other types of industrial establishment. The 
trade union movement grew in strength and struggled 
emancipate itself in preparation for the legal recognition 
which was to be conferred upon it by the Act of 1871. The 
law in every branch or department, almost without excep- 
tion, tended to become more elaborate and more involved. 

It is hardly surprising, therefore, that codification 
appeared to provide an easy solution to the ever-increasilg 
complexity of the law. Already many eminent jurists and 
thinkers had fulminated against the system of case-lav 
and exposed its defects and dangers. Not least of thes 
critics was Jeremy Bentham, who spoke of “ the 100 
noscibility of the law and its extreme uncertainty. 
He was a constant adherent to the cause of codificatia 
and an opponent of the further development of judicial pt 
cedent. ‘‘ On the question what the law is,” he wo% 
“ so long as the rule of action is kept in the state of commo 
alias unwritten, alias imaginary law, authority is eve 
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ihing. ‘lhe question is what on a given occasion A (the 
judge) is likely to think. Wait till your fortune has been 
gent in the inquiry, and you will know. But, forasmuch as 
itis naturally a man’s wish to be able to give a guess on 
yhat the result will eventually be, before he has spent his for- 
ane, he applies, through the medium of B (an attorney) 
fr an opinion to C (a counsel), who, considering what D 
aformer judge) has said or been supposed to say, deduces 
therefrom his guess as to what, when the time comes, 
Mi judge A, he thinks, will say.” 

The persuasive influence of Bentham and his followers 
in Parliamentary and legal circles was no doubt consider- 
able, but examples of successful codification in other 
untries also exercised their weight. Codes had long 
axisted in many continental countries, including that of 
louis XIV in France, dated 1673, and that of Frederick 
the Great of Prussia, which dated from the middle of the 
ith century. It was the Code Napoleon of the early 19th 
century, however, which seemed to afford the best example 
successful and recent codification. The Code certainly 
eved a useful purpose in France in reconciling the often 
conflicting principles of common law and in providing a 
wiform system of rules applicable throughout the entire 
country. The demand, therefore, was for a code of law, if 
possible of all the law, but in any event of commercial 
law, on the pattern of that existing in France. 

It is, perhaps, characteristic of the British repugnance to 
adopt the methods of other countries that a complete 
wdification of our law has never been attempted. Some 
islated branches and departments of our law have, indeed, 
been reduced to the form of a code ; but at no time has the 
complete and systematic codification of our entire body of 
law been contemplated. 

The practical desirability of codification was examined 
by Sir Mackenzie Chalmers in an address which he gave to 
American lawyers. ‘‘ A practical and working code,” he 
aid, “cannot spring from the head of the draftsman, as 
Pallas Athene is fabled to have sprung, fully equipped, from 
the head of her father Zeus. In legislation, as in other 
wiences, the a priori road is a dangerous one to tread. When 
he principles of the law are well settled, and when the 
decided cases that accumulate are, in the main, illustrations 
ofaccepted general rules, then the law is ripe for codifica- 
tion... . The province of a code, I venture to think, is to 
et out in concise language and logical form, those principles 
ofthe law which have already stood the test of time. It 
ordinates and methodises, but does not invent, prin- 
ciples.” Chalmers was, indeed, well qualified to speak on 
the subject, as it was he who was responsible for the drafts 
of the Bills of Exchange Act, the Sale of Goods Act, 
and the Marine Insurance Act. As an illustration of the 
thought and preparation which he devoted to the drafting 
ofa Bill, it may be mentioned that the draft of the Sale 
of Goods Act was first prepared in 1888 and settled in 
‘onsultation with Lord Herschell, former and subsequent 
lord Chancellor. On the latter’s advice the Bill endeav- 
cured to reproduce as exactly as possible the existing law 
oily, leaving any amendments that might seem desirable 
0 be introduced in Committee on the authority of the 
kgislature. In 1889 Lord Herschell introduced the Bill 


into the House of Lords, where it was considered by a 
Select Committee in 1891. After further consultations it 
passed the Commons and Lords in 1893, and received the 
royal assent on February 20, 1894. By Section 63 of the 
Act the date of commencement was January 1, 1894. 

The great advantages of codification in commercial law, 
as well as in other branches of law, are, of course, the 
certainty and simplicity which, it is claimed, would 
thereby result. These advantages, it is true, are derived to 
some extent from a code which is both comprehensive and 
well worded, but it is not an invariable rule that all codes 
are in fact so drafted. The terms of any Section of the 
Sale of Goods Act, 1893, for example, may be taken as an 
illustration of codification at its best. Thus, Section 13, 
which has been selected at random, reads : “* Where there 
is a contract for the sale of goods by description, there is an 
implied condition that the goods shall correspond with the 
description ; and if the sale be by sample, as well as by 
description, it is not sufficient that the bulk of the goods 
corresponds with the sample if the goods do not also 
correspond with the description.” The Section, in practice, 
has proved capable of simple interpretation and applica- 
tion, although recent developments, it is true, in the 
technique of salesmanship, have resulted in the enactment 
of the Merchandise Marks Act, 1953. On the other hand, 
if reference is made to the First Schedule (Part II) of the 
National Insurance Act, 1946, the following footnote will 
be observed : “‘ For the purpose of this Part of this Schedule 
a person over pensionable age, not being an insured person, 
shall be treated as an employed person if he would be an 
insured person were he under pensionable age and would 
be an employed person were he an insured person.” As a 
piece of awkward draftsmanship this can hardly be excelled. 
The meaning of the note is difficult to define, and it intro- 
duces possibilities of confusion which ought never to exist 
in any statute or code properly and carefully drafted. To 
demand perfection of expression and sense is to demand 
infallibility not only of human foresight but of human 
language, but the very existence of this inherent defect in 
statute law is to render good draftsmanship ever more 
important. Judges have frequently commented on “ ill- 
penned ” enactments, and as legislation grows judicial 
complaints likewise tend to increase. “ I do not pretend,” 
said Lord Buckmaster in G. W. Railway Co. v. Bater ([1922] 
2 A.C. 1, 11), “ that the opinion I hold rests on any firm 
logical foundation. Logic is out of place in these questions, 
and the embarrassment that I feel is increased with the 
knowledge that my views are not shared by other members 
of the House, but this fact is not surprising. It is not easy 
to penetrate the tangled confusion of these Acts of Parlia- 
ment, and though we have entered the labyrinth together, 
we have unfortunately found exit by different paths.” The 
statutes under consideration were the Income Tax Acts. 
And, again, in an earlier case, Lord Sterndale said, ‘‘ No 
one can be certain about the meaning of a Section like the 
one we have to construe, and I do not profess to feel certain 
about it.” He was referring to the Agricultural Act, 1920, 
which gave rise to considerable litigation after its enact- 
ment. Many modern statutes have attracted the criticism 
of the Bench in this way, amongst them the Shops (Sunday 
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Trading Restriction) Act, 1936, the Agricultural Holdings 
Act, 1923, the Trade Marks Act, 1938, and the Rent and 
Mortgage Interest Restrictions Act, 1939. Statutes do not 
explain themselves. They do not inform the reader of their 
policy and purport. These matters must be extracted from 
the raw material of the words in which the statute is 
expressed. Clarity and simplicity, therefore, as derived 
from good draftsmanship, must be two indispensable 
attributes of any code which can hope to survive the tests 
of commercial life, or, indeed, meet the requirements of 
the general public. 

But another advantage is claimed for codification in that 
it eliminates the necessity for further litigation on the 
particular subject of codification. Such is not, unfortu- 
nately, the case. The purpose of a code is to provide a 
simple and concise outline of the law on a given subject 
as it stands at a given date, and not to erect a body of rules 
of inflexible application and permanency, irrespective of 
changes in circumstances or in surrounding conditions. 
Codes must yield with the people and the times if they are 
to be successful, and the difficulties which were experienced 
in France in the early interpretation of the Code Napoleon 
are symbolic of the troubles which beset a code of the rigid 
type which refuses to take recognition of changes in the 
social, economic, and national life. Some schools of thought 
in France considered that the Code must be interpreted 
literally, no matter how ludicrous the results might be. 
Others took the more realistic and practical view that the 
Code was intended to provide for conditions at the time 
of its enactment, and, therefore, must be interpreted in the 
spirit of the existing times. In practice, today, the judges 
apply the Code on a more liberal basis than in the past, 
and the law as to accidents arising from the use of motor- 
cars affords an effective illustration of how France has 
departed from the tradition of literal interpretation in 
favour of a more realistic and contemporary approach. 

Case law, therefore, must continue to develop despite 
the codification of the law or any branch of it. There is the 
advantage, however, that in a code there is no presumption 
against an intention to change the law. Hence cases 
decided before the enactment of the code are no longer 
authority for its interpretation, as they are, in effect, 
contained in the code. Cases thus overthrown can only be 
examined to explain the previous state of the law, not to 
interpret the code itself. This vital function of a code was 
well expressed by Lord Herschell in Bank of England v. 
Vagliano Brothers ({1891] A.C, 107). “I think the proper 
course,” he said, “‘ is in the first instance to examine the 
language of the (codifying) statute and to ask what is its 
natural meaning, uninfluenced by any considerations 
derived from the previous state of the law, and not to 
start with inquiring how the law previously stood, and then, 
assuming that it was probably intended to leave it unaltered, 
to see if the words of the enactment will bear an inter- 
pretation in conformity with this view.” Only in excep- 
tional circumstances, therefore, is reference to earlier 
decisions justified, as where it is intended to show that 
words used in the code have previously acquired a technical 
meaning or are used in a sense other than their ordinary 
one. Earlier decisions can, of course, also be quoted where 
the point in issue is not covered by the code. 
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Codification has, nevertheless, on balance the ac vantage fj matt 
that it makes accessible the law on a given point or subject J 0 C2 
and also makes it easier to handle. In America it was J thes 
estimated in 1940 that the number of reported decisions JJ coun 
extant was approximately two million. Clearly the prob. 
lem of the United States of America is on a vastly greater 
scale than that of this country, owing to the existence of 
forty-eight States with separate judiciaries, but the number 
of decisions operative today in Britain must be truly 
appalling. Professor Paton considers that to some extent 
our apathy towards the subject of codification springs 
from the inherent hostility of the legal profession to statute 
law, the emphasis placed rightly, but perhaps excessively, 
on the common law, and the practical difficulties in teach- 
ing legal principles, other than by the use of case law, in §} —— 
the universities. He considers that too little weight is placed 
on the technique of drafting statutes and the problems of 
their interpretation. . 

Certainly when the system of judicial precedent 
is subjected to scientific analysis, there appears to be 
good cause for at least some of the views adopted by Pro- H ~ 
fessor Paton. When a decision is said to be binding, this 
does not infer that every sentence uttered by the judge in 
deciding the case must be considered as imposing a rule of 
law. Only the ratio decidendi is binding. The difficulty is, 
therefore, to determine what the ratio is. The ratio, accord- 
ing to the classical view, was the principle of law which the fj 22?" 
judge considered nécessary to the decision of the particular a 
case before him, but in recent times it has been pointed out  .. . 
that it is not always possible to accept the actual formulation @  ¢,,, 
of a principle by a court, as the principle may be stated in J pcock 
too wide or too narrow a form for adaptation to the facts J his fat! 
of the case under consideration. The first step is to deter- 9 had ir 
mine the facts on which the judge based his decision, for a JJ 430 a. 
court has no power to lay down a binding rule of law on & This, c 
facts which have not been brought to its notice. The jj %™ “ 
material facts in a subsequent case must, therefore, be my 
identical to those of the earlier before the ratio may be cunt 
binding. Dr. Allen considers that there can be no mor @ ; 
certainty in case law than the judges in the face of endless HH a yprie 
varieties of problems and circumstances can reasonably HJ The. 
achieve. On the other hand, he finds uncertainty in all J batch o 
forms or sources of law, as well as in the laws themselves. J and Sir 
Certainty, as he implies, is a relative, and not an absolute, ‘kept w 
term. No statute has ever yet succeeded in this latter test, Jj Sdneys 
and some statutes are so full of imperfections that they can Da 
only be sustained by constant amendment. In the matter @ P 

, ‘ nehe: 
of certainty, therefore, Dr. Allen concludes that case law heen 
neither better nor worse off than any other source of law. 4... se 
It is only fair to add that the views of Dr. Allen in ths #4), 
respect do not necessarily accord with those of other envelop 
eminent jurists and authorities. On open 

Whatever may be the factors which have tended to check Mj ™ Cou 
the general movement towards codification which was Jj *snatur 
initiated in this country in the 19th century, there are on the Be 
statute book at least several pieces of legislation which may oa the 
truly be described as codes. These are the Bills of Exchange ty 
Act, 1882, the Partnership Act, 1890, the incomparable containe 
Sale of Goods Act, 1893, and the Marine Insurance Act, jj —__ 
1906. Of consolidating Acts there are innumerable Re 


amples, but here only the statutes relating to a given subject 
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matter are combined in the measure. In the code properly criminal law, criminal procedure, succession, contract, and 


itage 
bie called both case law and statute are arranged in one and evidence, to mention only a few of the many departments 
was im the same body of law. It remains to be seen whether this affected, may yet turn to a more comprehensive and 
sions (q country, which successfully codified the law of India in ambitious programme of codification on its own account. 
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= CHAPTER II over the envelope was marked as containing at the idea of being questioned by the 
nym DspITE HIS LATE NIGHT, SIR Monracu came @ Cheque for this amount. He had thanked Inspector that Mrs. Hellson, the house- 
. < downstairs at 9.30 a.m. and was delighted Sir Seymour very warmly for the most keeper, suggested that she should sit beside 
a I Gnd his son Charles already in the break- 3€nerous gift and had locked it up in the _ her throughout the interview, a proposal 
Out Ht fst room awaiting him. top drawer of his writing table. to which Lady Arabella lent her warm 
ation Charles had not gone to bed till after 5 Running upstairs, he took the envelope approval. [ape 
ed in HH o'clock that morning but, wishing to relieve from his writing table and bringing it The Inspector did his utmost to make the 
facts MM his father of as much anxiety as possible, down to the breakfast room, opened it proceedings as informal as possible, and 
leter- MM had instructed the valet to call him at 1 thepresence of Sir Montagu. Itcontained started by assuring Perkins that nobody 
for a { 830a.m. sharp with a strong cup of coffee. blank piece of paper. suspected her of stealing the jewels or the 
w on [qf This, coupled with a cold bath, had brought A comparison of the two envelopes money, but, as the responsibility of catching 
The (tim to the breakfast table feeling “ as showed that they were duplicates, but they the thief rested on him, it was essential 
* hungry as a hunter”; and the cheerful Were unable to say with certainty whether that he should know, as precisely as possible, 
* mile with which he greeted his father they were similar to those which Hawkins at what hours the dressing case had been 
ay be imparted to that gentleman an appetite had collected from the servants, or to those left unguarded. 
more Hy... kidneys on toast, such as he had rarely which had been found under Mr. Collins’ This tactful handling of the situation 
adless experienced since leaving the University. pillow. _The probabilities were, of course, quickly restored Perkins to a calmer frame 
nably The post had brought Charles a further greatly in favour of the former alternative, of mind and she proceeded to inform him 
in all H batch of congratulatory letters, but both he but until the arrival of the Inspector, who that after Lady Whiting had gone to the 
elves. J and Sir Montagu felt that they could be ad taken away with him all the envelopes garden at 4 o’clock on the afternoon of her 
olute, MM kept waiting with far less risk than the which had so far been recovered, the matter arrival, she, Perkins, had turned her 
- test, fag kidneys. could not be finally determined. Moreover, attention to the luggage. Being unable to 
_ . Thus, it was not until both father and son _ they dared not disturb Mr. Collins until after open one of the trunks, she had gone to 
a tad proved themselves very excellent Dr. Livermore had called and had issued Sir Seymour’s dressing room, hoping to find 
. Mi trencher-men that Charles turned to his is official bulletin. Ellis. As he was not there, she went 
~<a letters, tossing each to his father to read Punctual to the minute, Inspector down to the servants’ hall, where she 
‘law. after perusal. Forrester arrived at the Castle. He was _ thought he might be having a cup of tea. 
1 this Amongst the pile was a_blue-tinted shown the two further blue-tinted envelopes Not finding him there, she looked to see 
other tvelope bearing a Tring postmark, and and, as anticipated, declared them to be whether he was with Sir Seymour on the 
® opening it he withdrew a cheque p Pre identical with those which Hawkins had lawn. Failing once again in her search, 
check HH on Coutts’ Bank for £1,000, bearing the collected, and also with those in Mr. she returned to Lady Whiting’s room and 
, was [iM Signature of his uncle. ar ve Collins’ red leather writing case. this time met Ellis in the passage carrying 
n the Now when Sir Seymour had handed to Pending the arrival of the doctor, the two suitcases to the small box room, 
may fy tim the present at 5.30 the previous after- Inspector decided that he would interview opposite Mr. Collins’ bedroom. 
pa noon, he had not opened the envelope, Perkins, while his assistants continued their With some difficulty, he managed to 
: ~ because his Uncle had told him that it SyS8tematic search of the Castle. open the trunk, and then left her to attend 
fg" ‘ ontained 2 cheque for £1,000, and more- to his own duties. 
A PERKINS’ EVIDENCE Altogether she might have been away 
gh *The first part of this article appearedinour Perkins was sp upset at being involved from the room for ten minutes or a quarter 
byect tember ‘ssue, on pages 341-46. in a serious case of robbery and so terrified of an hour, but certainly’no longer. 
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She then did the bulk of the unpacking, 
but thought she had better await Lady 
Whiting’s instructions as to details. She 
therefore went downstairs to the servants’ 
hall at about 5.45, informing Ellis, as she 
left the suite, that she would not return 
until Lady Whiting rang for her. 

Lady Whiting had told her that she and 
Ellis must not both be away from the suite 
at the same time, and therefore they must 
arrange between themselves when they 
would take their meals. She had also said 
that her bedroom door and that of Sir 
Seymour’s dressing room must always be 
locked, so that anybody entering would 
have to pass through the sitting room. 

Lady Whiting came up to dress for dinner 
at 6.45 p.m., but in the first instance 
had unpacked her dressing case and had 
then put it back into the wardrobe. 


Having assisted her to dress for dinner, 
Perkins tidied up the room and then settled 
down to some sewing until about 10.45 p.m., 
when Lady Whiting retired fer the night. 


Sir Seymour spent the bulk of the follow- 
ing morning writing letters in the sitting 
room and, in anticipation of the dance, 
Lady Whiting had rested on her bed 
throughout the afternoon till tea-time. In 
consequence she and Ellis had had a good 
deal of free time. 

Lady Whiting rang for her after tea, 
at about 5.30 p.m., when she had handed 
her an envelope, marked as containing £15, 
but which, as the Inspector now knew, 
actually contained only blank sheets of 
paper. She had then been asked to fetch 
Mrs. Hellson, and the other maids, pre- 
sumably to receive their presents, and it was 
only a few minutes after they had left 
the room that the loss of the jewels was 
discovered. 

She was on the point of leaving the room, 
as Lady Whiting had announced her 
intention of resting for half-an-hour before 
dressing for dinner, when she heard a 
scream, and looking back, saw Lady 
Whiting sitting at her dressing table, with 
the empty jewel case in her hands. 

Sir Seymour came rushing into the room, 
and a few minutes later, Ellis was sent to 
fetch Sir Montagu. For the rest of the even- 
ing she had been so upset as to be incapable 
of doing her work, and Mrs. Hellson had 
sent her to bed. 

The robbery was a complete mystery to 
her. She had never touched either the 
dressing case or the jewel case, nor had she 
seen any of the jewels. 

She had been many years at Wendover 
Castle and nothing of the sort had ever 
happened before. 

She had always tried to do her duty 
and she felt sure that Sir Montagu and 
Lady Whiting would give her a good 
character. 


380 


When Dr. Livermore called shortly before 
noon, he found that his patient was so very 
much better that he was able to inform the 
Inspector that, provided the utmost caution 
were exercised, he was of the opinion 
that Mr. Collins would be able to bear the 
strain of further questioning. 

Speaking in whispers and walking on 
tiptoes, they followed the doctor to the sick 
chamber, where they found Mr. Collins, 
wrapped in a purple silk dressing gown, 
reclining on a sofa, with half-closed eyes, 
holding in his left hand a copy of the Greek 
Testament. 

With a faint smile directed towards Sir 
Montagu, he begged that they would all be 
seated and then turning to the Inspector 
announced that he was prepared to con- 
sider any question which might justifiably 
be put to him. 


MR. COLLINS’ EVIDENCE 


He stated that he had purchased the 
blue-tinted paper and envelopes some weeks 
before at Smith’s bookstall in Bournemouth 
Central Station. 

He used the leather writing case only 
when he went away from home. Naturally 
he had not counted the number of envelopes, 
which he had brought with him to Wendover 
Castle, but he was quite satisfied that twenty 
would be the outside limit. There were still 
ten in the case, and as he had written at 
least six letters since he arrived some four 
days ago, it was quite impossible that the 
thief could have stolen from him the 
fifteen envelopes which he had used. 

As to the five envelopes found under his 
pillow, he could only repeat that he knew 
no more about them than the Pope’s wife. 

He could not imagine why the thief 
had returned the cheque for £1,000 to 
Mr. Charles Whiting, unless it were a 
mere act of bravado. It was true that 
Sir Montagu’s chauffeur had driven him 
over to Tring after lunch on the previous 
day, but he had gone there for the sole 
purpose of purchasing some throat lozenges 
from the chemist, so as to be in good 
voice for the dance. 

He realised that a great many of Sir 
Montagu’s guests would wish to speak 
to him, and it was part of his duty, as a 
priest of the established church, to let no 
opportunity pass of scattering the good seed. 

He had certainly not posted any letter 
while in Tring and he regarded the question 
as highly improper and impertinent. 

He must beg them now to withdraw, 
so that he might turn his thoughts to matters 
of spiritual import. 


Ellis, Sir Seymour’s personal servant, 
was then summoned to the library and 
offered the following testimony: 


ELLIS’S EVIDENCE 
Ellis gave a detailed statement of his 
movements from the time ©. leayj 
Upper Grosvenor Street to the time of the 
discovery of the robbery the previoy 
evening. 

He accounted for his absence from Sir 
Seymour’s dressing room, when Perkin; 
had gone there to ask for his assistance, 
by saying that he was in the box room 
at the end of the passage. He used this 
room not only for storing the empty trunks 
and suitcases, but also for brushing clothes, 
polishing shoes and performing many 
other of the duties expected of him. Obyi- 
ously, Sir Seymour would not wish him to be 
constantly in the dressing room, and by 
using the box room in this way, he was 
immediately available when needed. 

He had not once left the Castle grounds 
since arrival, and had spent his spare time 
either in the butler’s pantry or in the ser. 
vants’ hall, or in walking about the grounds, 

He knew nothing about the jewellery 
or the envelopes containing the gifts to the 
staff, until after the robbery had been 
discovered and one of the footmen had asked 
him to explain the meaning of the blank 
sheets of paper which he had found in his 
envelope. 

He did not know any of Sir Seymour's 
servants and he had never been to the house 
in Upper Grosvenor Street till the morning 
of Wednesday, July 2c, when he had met 
some of them for the first time, including 
Miss Césarine who was suffering from 
toothache. 

He had been in Sir Wolverton’s service 
for fourteen years and could not wish fora 
more generous and considerate master. 
At Sir Wolverton’s request, he had agreed 

o “oblige” Sir Seymour, whom he had 
met and valeted in Scotland. He was always 
willing to lend a helping hand, but he wa 
naturally very upset to think that Lady 
Whiting should have been robbed of her 
jewellery, at a time when he was valeting 
for Sir Seymour. 

He was a teetotaler and a Methodist, 
but he hoped that this would not be reported 
to the Rev. Stephen Collins. 


The evidence of several of the other se 
vants was taken and Inspector Forrester 
had further talks with Lady Amelia Whiting 
Césarine, Perkins and Ellis, without eliciting 
anything further of i importance. 

He was most assiduous in testing, as fat 
as possible, the accuracy of the evidence 
which had been given, and within a wet 
of the robbery had obtained corroboration 
of many of the statements of the various 
witnesses. 

Thus, he had ascertained that Osborn, 
Sir Seymour’s chauffeur, had drives 
Césarine back to Upper Grosvenor Stret 
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ys soon as she had left Lady Whiting 
at the station, shortly after 2 o’clock on 
Wednesday, July 20; that she had, in fact, 
visited the dentist at 4 o’clock that same 
afternoon, and that she had a brother, 
jving in Strasburg, who was regarded 
ys a most worthy citizen and who ran a 
successful business as a manufacturer of 
opera glasses. He had obtained from 
§mith’s bookstall at Bournemouth envelopes 
identical with those found in Mr. Collins’ 
possession, but had been unable to buy them 
without also purchasing an equivalent 
amount of blue-tinted notepaper. The 
chemist in Tring had confirmed the 
purchase of the throat lozenges and Sir 
Montagu’s chauffeur had declared very 
wsitively that Mr. Collins had not posted 
any letters during the drive. 

Ellis’s evidence had been exhaustively 
sted and it was quite impossible to con- 
cive how he could have had the requisite 
ime to carry out the manipulations, 
which the substitution of the spurious 
envelopes for the genuine ones, would 
necessarily entail. He had even ascertained 
that Ellis was a regular attendant at the 
Methodist Chapel in Great Chandos Street 
and was well known to the Minister. 

He had had enquiries made at Upper 
Grosvenor Street regarding the missing 
atificial flowers and the cotton wool, but 
oly the latter had been found in Lady 
Whiting’s bedroom. 

Miss Foster had been interviewed and had 
confirmed the fact that she and Sir Seymour 
had inserted the bank notes in the fifteen 
blue-tinted envelopes and that, when they 
had completed their task, she had made 
them up into a small paper parcel, secured 
witha piece of mauve-coloured ribbon which 
the kept for this sort of purpose. 

She had used these particular envelopes 
because they were the last of the sort 
which she had in her cupboard, and as 
she had run out of blue-tinted writing paper, 
which was no longer favoured by Sir 
Seymour, she thought she might as well use 
the envelopes for this purpose as waste 
them, She still had four left. 

Sir Seymour had told her first thing 
on the morning of Wednesday, July 20, that 
he was driving to the bank for the jewellery 
and the money. On arriving back at the 
house he had come straight to her room. 
He placed the wooden box containing the 
jewellery on her table and had then taken 
ftom his pocket the bank notes, which he 
handed to her. 

She counted out the notes for each 
tavelope and gave them to Sir Seymour, 
who checked them and then placed them 
in the appropriate envelope. 

: was no doubt that the parcel 
— Sir Seymour took upstairs to Lady 
Nhiting, with the jewellery, did, in fact, 
Contain the bank notes. 


And yet, in spite of all his efforts, 
Inspector Forrester found himself no nearer 
to a solution of the problem than when 
he first opened the investigation, and was 
rapidly coming round to Sir Seymour’s 
view that expert thieves, knowing that Lady 
Whiting would be bringing valuable jewel- 
lery to Wendover Castle, had fcllowed her 
and had perpetrated a very daring robbery. 

Why they should have gone to all the 
trouble of substituting envelopes, containing 
blank sheets of paper, for the genuine 
envelopes, containing the bank notes, he 
could not imagine. Normally, when thieves 
lay their greedy hands on jewels and money, 
their one thought is to get away with the 
“‘ swag,” rather than to hazard detection 
by wasting precious moments attempting to 
camouflage their misdeeds. By so doing 
they could only hope to postpone the dis- 
covery of the robbery for a few hours at the 
most, and it was difficult to see how so 
short a delay could afford them sufficient 
advantage to warrant taking so grave a 
risk. 

The fact remained, however, that they 
had acted in this strange manner, and 
therefore it was necessary to approach the 
case from the viewpoint of what had been 
done rather than what should have been 
done, had they acted normally and 
intelligently. 

He therefore reviewed the evidence once 
again, in the hope that, by eliminating 
the impossible and concentrating on the 
residuum, he would be guided to the truth. 

The chief difficulty was to avoid confusing 
the improbable with the impossible, and so, 
before attempting to reach any definite 
conclusions, he endeavoured to analyse his 
own inner thoughts. 

(1) Was it possible that there had never 
been a robbery at all and that Sir Seymour, 
aided by Lady Whiting, was attempting to 
defraud the underwriters by making a false 
claim ? 

Such bogus claims were not unknown, but 
it would be stretching credulity to the breaking 
point to assume that an undoubtedly wealthy 
merchant, with an unblemished reputation 
in the City, could be a party to so perilous 
a fraud. 

It was true that Sir Seymour, unlike Ellis, 
had no Methodistical leanings, but on the 
other hand, he was a Whiting. 

After very little thought Inspector Forrester 
realised he was barking down the wrong rabbit 
hole. 

(2) Could the Rev. Stephen Collins in 
reality be a sinner masquerading as a saint? 
As well might he “ doubt truth to be a liar.” 

(3) Was Césarine to avoid all suspicion 
because she had the toothache? The trouble 
with her was that she had an alibi, such as 
would have satisfied even Mr. Tony Weller. 
How could she have stolen the gems when she 
was 40 miles away from the scene of the crime? 
It was true that she was a “ foreigner” and 
therefore suspect in his eyes, and that her 


opportunities were great, but if Lady Amelia 
Whiting’s evidence were reliable, she must 
be guiltless. 

He could not arrest her on the strength of a 
French accent, and a well-turned ankle, and 
he was bound to admit that there was nothing 
else that could be weighed in the balance 
against her. 

Moreover, all the servants at Upper 
Grosvenor Street spoke well of her in spite of 
the fact that she never discussed her private 
affairs with any of them. Apparently she was 
always willing to lend a helping hand and on 
several occasions had used her great influence 
with Lady Whiting to smooth over difficulties. 

Johnson, Sir Seymour’s valet, who was inter- 
viewed in St. George’s Hospital, was particu- 
larly warm in his praise of her, owing to her 
great kindness to his wife, during a serious ill- 
ness following the birth of their son. 

_ He knew nothing about her friends and 
doubted whether she had many in this country. 

During the war she assisted Lady Whiting 
in her hospital work and on one occasion 
Osborn, the chauffeur, had seen her leaving 
Quinto’s Restaurant with an officer in uniform. 
Otherwise, the only people with whom she was 
known to be on friendly terms were nurses, who 
occasionally came to tea with her at Upper 
Grosvenor Street. 

(4) What about Ellis? Was not his absence 
in the box room highly suspicious? And yet 
how could he have opened the dressing case 
and the jewel case (both of which were fitted 
with Bramah locks) without using duplicate 
keys? 

Neither of the locks had been forced and the 
dressing case was undamaged. 

Further, where could he have found a type- 
writer, apart from the one kept in Sir Montagu’s 
private study? 

His alibi, though weaker than that of 
Césarine, was nevertheless formidable, for he 
had spent the bulk of his spare time with 
Hawkins, the butler, and the footmen. More- 
over, being a remarkable performer on the 
Jews’ harp, he had been in great demand in the 
servants’ hall. 

He bore an excellent character and his 
evidence rang true. 

(5) As regards Perkins, she was the born 
housemaid to her very knee-caps, and single 
handed could not possibly have perpetrated 
the robbery. 7 

Artificial roses might conceivably have 
tempted her, but a diamond tiara was com- 
pletely beyond her horizon. 

Bearing these facts in mind, Inspector 
Forrester could not believe, when gazing on the 
long-toothed Perkins, that he was “ getting 


warmer. 


Thus, after eliminating the impossible, 
he found himself with nothing left on which 
to concentrate. 

Days passed and became weeks, and 
weeks became months, until finally all 
hope of recovering either the missing 
gems or the money was abandoned, and 
the Wendover Castle jewel robbery passed 
into history as one of the great unsolved 
mysteries. 
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Only one man thought that he held mystery. Mr. Greatheart was not bedrawn, jewel case had been damaged in any way [ap cou 
the tangled threads in his hand, but fora however, but, as he was leaving the house, or the locks tampered with, the thie J 0 
whole year, realising that he could prove he whispered to Sir Ambrose that if he must, apparently, have used <luplicat. ( 
nothing, he lay low and, like Brer Rabbit, cared to dine with him the following _ keys. wo 

‘. “sez nuthin.” Even then, he only broke — evening, he would be pleased to give him— The Inspector suggested that -he locks and 
silence under a pledge of secrecy. in strict confidence—his reading of the might have been “ picked,” but | had te 
problem. always understood that Bramah locks ! 

Thus it came about that on September were peculiarly stubborn to this form @ - 
roan Se 15, 1922, after an excellent dinner, Sir of improper treatment. a 
It chanced in this wise. Ambrose listened to Mr. Greatheart’s In any case, assuming that the thief ot 

On September 14, 1922, Sir Seymour explanation of the events leading up to had managed to open the two cases in this J evel 
gave a small dinner party to celebrate the Wendover Castle jewel robbery and manner, could he have relocked them by fm with 
his wife’s birthday. This was an annual the means by which, he thought, he had the same means? I thought not, and yet W 
event, both as regards the birthday and _ unravelled them. the dressing case was certainly locked a 
the dinner party, and there was never the 6.45 p.m. on the Wednesday evening keys 
smallest variation in the routine. and both cases were locked when Lady fy 

As the clock struck 8 o'clock, Sir You will remember, said he, that Whiting came up to her room on the - 
Montagu offered his arm to Amelia Inspector Forrester asked himself the Thursday at 5-30 p.m. a 
and led her into the dining-room; the, question whether there had ever been a I was thus driven to the conclusion that J with 
Rev. Stephen Collins said grace; robbery. . the thief must have used duplicate keys, [J woul 
Sir Ambrose proposed the toast of the This was a perfectly proper question for This raised a train of thought in my mind jg ad 
evening and Mr. Greatheart read out the him to ask, because he did not know Sir which ultimately led to far-reaching fy Yi 
telegrams, which had been received Seymour Whiting, as we know him, and contiasens 
during the day, but which were not therefore it was essential for him to be How could any thief at Wendover Cask 
opened until the table had been cleared certain that he was basing his investigation}... provided himself with duplicate keys, Be 
and the port wine circulated. on a rock foundation of fact. unless he were working in collusion with ji 

On this occasion, the pile of orange- I, fortunately, did not have to ask myself somebody in Upper Grosvenor Street? idea 
coloured envelopes was unusually large, any such question. I knew that a robbery Naturally, my thoughts terned at anil“ 
and Mr. Greatheart was getting weary of had been committed and that valuable to Césarine. She, alone, could quit Iy 
repeating congratulatory messages, almost jewellery, money and a spray of artificial easily have had duplicate ben Césai 
identical in phraseology and lamentably roses had been stolen. I also thought Without anybody’s knowledge. She might {jy “! 
lacking in originality, when he opened _ that a roll of cotton wool had been stolen. also have supplied the fifteen blue-tinted alrea 
one bearing the name of Amelia’s French Now, in order to appreciate the problem _ envelopes, with the names already typed could 
maid, who was spending her annual with which Inspector Forrester was faced, on them, thus rendering the substitution It w 
vacation in France. it is essential to have in mind all the evi- ofr the spu rious parcel for the genuine techn 

It read as follows: dence which was available to him. We parcel a very simple matter. sessed 

Receive, dear Lady Whiting, one thousand can then ask ourselves the question why On the other hand. I realised @n i?! 
felicitations with the assurance of my senti- he failed to find a solution. idlctatieds “dalle Gia) Weal ae I could not fy 20 
ments distingués, on joyful celebrations de He conducted his investigation intelli- . ss pletec 
naissance—my husband unites with me in h oe bring myself to believe that she would Th 

eeable compliments. gently and thoroughly, and therefore choose a servant as her fellow conspirator. | 
=e" ? César his failure must have been due to one of Whe wa hase at Wenleee Ce the, 
three causes, or possibly to a combination hom she knew sufficiently well to trust ont 

Amelia was dumbfounded by the refer- of them. First, the evidence may have j;, 4 matter of this nature and wie, been 
ence to a husband. been incomplete; secondly, some. of the moreover, would be prepared to take in Lo 

What could it mean? There must be evidence, which he accepted as true, may 4h formidable risks at her bid ding? Ha 
a mistake in the telegram, because how have been false, and lastly, he may have If not a servant, whom else could de 4 cle 
could Césarine have found a husband in misinterpreted or misunderstood the signi- pave persuaded to do her bidding? | “se 
France and married. him all within five ficance of some of the evidence. ‘ could, of coune, rubs out Mc. Calliateel a 
days of leaving England? Let us, in the first instance, consider the members of the family, but then who —_ 

Nothing, however, could be done about what the acceptance of this evidence, \... je? , cert 
it because Césarine had given no address laboriously collected and most carefully Gould the Gif be comms Ghee ~ whi 
and therefore Amelia was forced to curb _ tested, involved. ms Ciesian, wahuewn ts ofl oc Wee 60 a 
her curiosity and trust that the “ agreeable Assuming that Lady Whiting’s evidence Q.ctie? It was a possibility, but I could — 
compliments ’”’ would prove to have —_ was — ses eto = was = not regard it as a probability. re 

brother in Strasburg, rather than reason whatever to doubt it—the jewels, aT" oes d 
oa — less agreeable al In this, the money and the artificial flowers could Let me names some of the is 1 
however, hope proved father to the not possibly have been taken out of her (1) — om —_ . pepe i -_ 
thought, and as the autumn passed, she dressing case in London, after she had . perss - pie non ora %, co 
was forced to the conclusion that her locked it, without her knowledge, even bya ©"® one wi Y sense . con 
: : sat : : licate keys. (2) She had had no opportunities of getting HE night, 
incomparable maid had been spirited thief armed with duplicate keys so new ay 4f the servant, she Se 
away from her, as mysteriously as her The robbery, therefore, must have hein enn too fade. an 
jewels. taken place at Wendover Castle some time (3) She could not have known which room I ir 0. 

Naturally, the telegram gave rise to between 4 o’clock on Wednesday, July 20,  \ocig be allotted to Sir Seymour and Lady - . 
renewed speculation regarding the year- and 5.30 p.m. on the afternoon of Thurs- Whiting. “ 
old robbery, and Sir Ambrose did his day, July 21, 1921, during the hours when (4) She knew from experience that Lady “ae 
utmost to persuade Mr. Greatheart to Lady Whiting was absent from her room. Whiting always expected her maid to be near ot the 


his views on the unsolved As neither the dressing case nor the hand, whenever she wanted her, and therefore 
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Castle, 


could be quite sure that Perkins would be 
constantly hanging about the rooms. 

(5) She might have guessed that Ellis 
would be most anxious to please Sir Seymour 
and thus he too would not wander far from 
the post of duty. 

(6) She could not know that Lady Whiting 
would not ask Sir Montagu to lock up her 
jewel case in the strong room of the castle. 

(7) Above all, she could not effectively 
asist a co-conspirator in any manner whatso- 
eer, least of all in the manner suggested, 
without casting some suspicion on herself. 

Why should her friend, whom we must 
assume to be an expert thief, need duplicate 
keys merely to open a Lady’s leather dressing 
case and jewel case, and why should he be so 
anxious to avoid damaging them? 

Surely, he could have wrenched open the 
locks and made off with the jewels and money 
without further ado. By so doing, everybody 
would have regarded it as an ordinary burglary 
and nobody would have connected Césarine 
with it for a single instant. 


Bearing in mind these and other objec- 
tions, I found myself forced to reject the 
idea that Césarine had supplied the thief 
with duplicate keys or duplicate envelopes. 

I was also equally convinced that unless 
(ésarine had supplied the thief with 
duplicate keys and duplicate envelopes 
already typed, nobody at Wendover Castle 
could possibly have committed the robbery. 
It would have involved a degree of 
technical skill, which nobody there pos- 
sessed, to say nothing of the performance 
ofa number of wholly unnecessary trans- 
actions, which could not have been com- 
pleted within the limit of time available. 

Thus, by logical reasoning, I arrived at 
the, apparently, paradoxical conclusion 
that the jewellery and the money had not 
been taken out of the dressing case, either 
in London or at Wendover Castle. 

Having reached a deadlock, I decided 
to clear my mind of all preconceived 
ideas and to approach the problem afresh 
fom an entirely different angle. I re- 
examined the evidence very carefully to 
ascertain whether there were any details 
towhich I had given insufficient considera- 
ion and almost immediately two points 
connected with the dressing case struck me 
a significant. 

Apart from the jewel case and the 
paper parcel, what did the dressing case 
contain ? 

_ According to Lady Whiting’s evidence 
tt contained her usual things for the 


night, her toilet requisites and a few other . 


necessaries, which she always carried 
with her when travelling. In addition 
t contained the artificial roses and the 
toll of cotton wool, which, normally, 
she did not take with her when travelling. 
Now by a very curious coincidence, both 
of these were missing from the dressing 


case, when she arrived at Wendover 
Castle. 

It is true that the cotton wool was subse- 
quently found in her bedroom in Upper 
Grosvenor Street, but even this fact is 
significant. 

The second point of interest about the 
dressing case, though less striking, was 
nevertheless, worthy of note. 

It was quite an ordinary dressing case. 
It was of good quality and not too heavy, 
but there was nothing very unusual about 
it. In fact, I saw one almost exactly like 
it, not very long ago, in a shop in Regent 
Street. I also saw a jewel case which was, 
to all outward appearance, a_ replica 
of that belonging to Lady Whiting. 

There was also nothing very unusual 
about the “normal” contents of the 
dressing case. 

Lady Whiting was not a person who 
would have two nightdresses only, one 
on and the other at the wash, and therefore, 
if we assume for one moment that Césarine 
had possessed herself of a dressing case 
and a jewel case exactly similar to those 
belonging to Lady Whiting, she could 
have filled it with all the “ narmal 
requirements ” out of stock, taking care 
to see that she handed duplicates to Lady 
Whiting to pack on the following day. 

The only things which she could not 
pack the previous day would be any special 
articles which Lady Whiting might decide 
to take with her at the last moment. 
Thus the special articles—on this occasion 
the artificial roses and the roll of cotton 
wool—would have to be stolen along 
with the jewellery and the money. 

Césarine would have had every oppor- 
tunity of making up a parcel, containing 
fifteen blue-tinted envelopes already typed, 
to counterfeit the genuine parcel, although, 
as it chanced, she could not use envelopes 
identical with those used by Miss Foster. 

This proved no serious obstacle, how- 
ever, and it is quite probable that, like 
Mr. Collins, she purchased those which 
she used from one of Smith’s bookstalls. 

We must now assume that the two 
exactly similar dressing cases, each con- 
taining a jewel case, a paper parcel, and 
necessaries for the night, are packed and 
locked and that only two things remain 
to be done. 

First, Césarine must, in some manner, 
get hold of the keys of Lady Whiting’s 
dressing case and jewel case and substitute 
those of her own. This would not, I think, 
be difficult and I could suggest a hundred 
ways in which this could be done, without 
arousing any suspicion. 

You must remember that the pocket 
in which Lady Whiting hid her keys had 
been cunningly sewn on to her corset, and 
therefore she would not put them away 


sooner than was necessary, in case she 
thought of something else to pack at the 
last moment. Now the two Bramah keys 
were in fact attached to a small silver key- 
ring, and it is quite possible that Césarine 
may have slipped on to this ring a key of 
one of the trunks, which would have to be 
removed before the small keys could be 
placed a perte de vue. 

In such circumstances Césarine would 
certainly not allow Lady Whiting to 
remove the unwanted key from the key- 
ring lest, in so doing, she damaged her 
delicate finger nails. 

Secondly, the duplicate dressing case 
would have to be substituted for the 
genuine one. 

To do this, Césarine would need the help 
of an accomplice, about whom we shall 
have something to say later. 

You ask me why Césarine troubled to 
make up a duplicate parcel containing the 
fifteen blue-tinted envelopes—seeing that 
no ordinary thief would dream of doing 
any such thing. My answer is that she 
could not take the risk of not doing so. 

Supposing that Lady Whiting had 
unpacked her dressing case immediately 
on arrival at Wendover Castle and had 
found the parcel, containing the money 
gifts, missing; what, in these circumstances, 
would have been her first reaction? I 
suggest that she would have unlocked her 
jewel case. She would have found this 
empty and thus she would have known, 
without a shadow of doubt, that the 
robbery had taken place in London, 
whereas it was all important that she 
should think it had taken place at 
Wendover Castle. 

Assuming that there was nothing to 
arouse her suspicions it was probable 
that Lady Whiting would not unlock her 
jewel case until the evening of the dance, 
but Césarine could not be nearly so sure 
when Sir Seymour would distribute the 
money gifts. He might take it into his head 
to do so on the Wednesday, shortly after 
arriving at Wendover Castle. From 
Césarine’s point of view this would be 
unfortunate, but even so, it would be 
better and safer to let him think he was 
handing out envelopes containing money, 
because there would certainly be some 
delay before he was informed by the 
servants that the envelopes contained 
merely blank sheets of paper. 

The five envelopes found under Mr. 
Collins’ pillow were certainly placed there 
by Césarine, immediately on arrival, 
in order to provide a further “ proof” 
that the robbery had taken place at 
Wendover Castle. 

These were five of the envelopes which 
had originally contained the money. 
Césarine knew that the maid would not go 
into Mr. Collins’ bedroom, to pull down 
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the blinds and turn down the bed, until 
after the guests were safely in the dining 
room. Césarine also knew that nobody 
would suspect her of putting the envelopes 
under the pillow, seeing that she had only 
just arrived at the Castle. It was therefore 
a most excellent “ blind ”’ which was likely 
to deceive even the quick-witted Inspector 
Forrester. 

When was the exchange of the dressing 
cases effected ? 

It could not have been done in Upper 
Grosvenor Street because in no circum- 
stances would Césarine wish the accom- 
plice to be seen by Lady Whiting or Miss 
Foster, or by any of the servants. 

It must therefore have taken place after 
arrival at the railway station. : 

It will be remembered that, notwith- 
standing a severe toothache, Césarine 
had generously insisted upon accompany- 
ing Lady Whiting to the station, and it 
will also be remembered that, in the hurry 
of leaving Upper Grosvenor Street, she 
had forgotten to bring with her the copy of 
Punch, which had been delivered that 
morning, and which Sir Seymour wished 
to read in the train. She had therefore 
begged Lady Whiting to buy another copy 
at the bookstall, to save her from a 
scolding. 

If my reading of the problem be sound, 
it was when Lady Whiting’s attention 
was thus momentarily diverted from her 
dressing case that the exchange took place. 

How could it be done? It would be as 
simple and natural as falling off the pro- 
verbial log. 

The accomplice would, by arrangement, 
be standing in the vicinity of the bookstall 
and would move close to Césarine. 
He might drop a newspaper, placing his 
dressing case on the ground so as to recover 
it. Césarine might stoop down to assist 
him and each would then pick up the 
other’s dressing case. They would then 
move away from one another; she to keep 
close to Lady Whiting, while he would 
return to his flat with the jewels and the 
money. After seeing Sir Seymour and 
Lady Whiting safely off, Césarine would, 
of course, return to Upper Grosvenor 
Street with Osborn, the chauffeur, and we 
know that he drove her to Harley Street 
later in the afternoon. 

We also know that he did not wait to 
bring her back, although he offered to do 
so. Césarine thanked him but would not 
hear of it. She told him that she would 
return by taxi, after resting awhile in the 
dentist’s waiting room. 

What actually she did, after the dentist 
had finished with her, must to some extent 
be surmise. It would, however, be a fairly 
safe bet to suggest that on the way home 
she called on a friend. 

After all, the first and essential part 
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of the conspiracy had been accomplished 
successfully. They had got the jewels and 
the money, and surely the occasion was 
such as to justify a little mutual back- 
scratching. 

Secondly, she would doubtless wish to 
collect Lady Whiting’s ‘‘ things for the 
night and other necessaries,” which she had 
“borrowed ” and which must now be 
restored to prevent suspicion falling upon 
her at a later date. 

Thirdly, she needed to arm herself with 
five of the original envelopes, after 
satisfying herself that the bank notes 
had been extracted. The finding of these 
envelopes under the pillow of one of 
Sir Montagu’s guests would, as already 
stated, constitute in her opinion proof, 
strong as Holy Writ, that the robbery had 
taken place at Wendover Castle. 

Finally, she would surely wish to discuss 
with her friend or—dare I say it—lover, 
or perhaps, even husband, the pros and 
cons of replacing the artificial roses and the 
roll of cotton wool in Lady Whiting’s 
bedroom in Upper Grosvenor Street. 

We cannot tell exactly what they said, 
but, knowing their ultimate decision, we 
can make a very shrewd guess. 

Would not the friend argue that if the 
** imaginary ”’ thief were a man, he would 
never dream of stealing the roll of cotton 
wool? And can we not almest hear 
Césarine capping this by declaring that if, 
on the other hand, the thief were a woman, 
she would most certainly be unable to 
resist the artificial flowers ? 

Anyhow, she took the cotton wool back 
to Upper Grosvenor Street and placed it 
on a side table in Lady Whiting’s bed- 
room, where, three days later, it was 
discovered by a _ housemaid, following 
inquiries made by Inspector Forrester. 

Can we guess who this friend, or lover, 
or husband, may be? 

I think we can, and if our conjecture 
be correct, his American accent has proved 
as attractive to Césarine as her French 
accent has to him. 

It will not be forgotten that Césarine 
left the service of Mrs. Loftus in March, 
1914, when the family returned to New 
York, and unless I am sadly mistaken, 
Mr. Louis Loftus was already deeply in 
love with his mother’s French maid. 

Why, in these circumstances, she hesi- 
tated to follow the family fortunes to 
America, I cannot say, but that there was 
a very definite understanding between 
the pair I feel very sure. 

Inspector Forrester did not follow up 
this little clue, but I was sufficiently 
inquisitive to make some _ discreet 
inquiries. 

Mr. Loftus senior was “‘ on Wall Street,” 
and shortly after the outbreak of the war 
was joined by his son Louis, but apparently 


father and son did not see eye io eye in 
matters of business. 

I could not ascertain exactly what caused 
the trouble, but it was generally believed 
that Master Louis had speculate: heayjly 
on his own account—using the firm’; 
money for the purpose—and, contrary to 
all recognised precedent, had thereby 
made a small fortune. Anyhow, he lef 
the firm and disappeared from Wall 
Street and was not heard of again, until 
his name appeared in despatches for gal. 
lantry in action in France. 

Apparently he did not return to America 
at the conclusion of hostilities, and 
although it is believed that the family 
has heard from him, nothing definite js 
known as to his present whereabouts. 

He is reported to be good-looking, and 
good-hearted; inclined to be idle, with a 
taste for amusement and wholly unsuited 
for a normal business career. His Army 
record proves that he is not lacking courage, 
and if I judge his character correctly, 
he is the sort of man who would retain 
the affection and fidelity of a woman 
to the bitter end, whatever he might do, 
so long as he remained loyal to her. 

In this way I account for Césarine’s 
slight lapse from the paths of rectitude and 
righteousness. 

I imagine that Louis, encouraged by his 
initial success in wrongdoing, and being 
blessed (or cursed) with an elastic con- 
science, preferred the excitement of living 
by his wits to the more prosaic method 
of earning a living honestly, and _ thus 
gradually drifted into serious crime. 

I am quite sure that the theft of Lady 
Whiting’s jewels resulted from no sudden 
impulse, but was the climax to a carefully 
thought-out plot, only to be put into 
operation when the auguries were pro- 
pitious. Obviously, the trick could not be 
repeated, and it would have been madness 
to accept the risk of failure unless the 
promised reward were really substantial. 

That they conducted themselves with 
remarkable prudence and caution cannot 
be denied, for only once throughout the 
entire period of seven years were they 
observed together. 

I have no doubt that the officer in 
uniform, who was seen by Osborn, the 
chauffeur, leaving Quinto’s Restaurant 
with Césarine, was none other than Mr. 
Louis Loftus. 

It was essential for Césarine to remain 
with Lady Whiting for a considerable 
period after the robbery at Wendover 
Castle, because, however little cause the 
authorities might have for suspecting 
her, she could not overlook the fact that 
she had figured as a leading lady in the 
little drama, and that any _ indiscretion 
might prove fatal, not only to herseli 
but also to her partner in crime. 
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Was it not worth while to exercise some 
qther. restraint in order to ensure 
sitimate happiness ? 

It is said that “‘ absence makes the heart 
grow fonder,” and I am inclined to think 
ihat, acting on this adage, Louis probably 
ft England for a while and either 
returned to America or settled down for. 
the time being somewhere on_ the 
Continent. 

It is true that he had to dispose of the 
jewellery and the artificial roses, but it is 
ylikely that a man of his intelligence 
yould act precipitately in such a matter, 
particularly as regards the roses. 

Bearing all these considerations in mind, 
an we now doubt who it was who joined 
vith Césarine in sending Lady Whiting 
“agreeable compliments ” on her birth- 
day? And who would have the heart to 
gudge these lovebirds their honeymoon in 
france, after their long and anxious 
«paration ? 


You ask me why I have never disclosed 
my suspicions to Sir Seymour Whiting? 

Had he been a widower, I might have 
done so, but what would be the sense of 
turning Amelia into an enemy for life? 
She would never consent to any action 
being brought against Césarine. 

Remember, my dear Sir Ambrose, and I 
am sure my dear wife, Julie, will confirm 
my words, there are details of a lady’s life 
known only to her maid, which in no 
circumstances would she allow to be made 
public. It may be merely a question of 
rouge or hair-dye, but she would rather 
confess to a murder than to the mysteries 
of the toilet. 

In any case, what could we prove 
against poor Césarine? 

Who was it that posted the envelope 
containing the cheque for £1,000 to Mr. 
Charles Whiting ? 

Your guess is as good as mine, but I 
rather fancy Mr. Louis Loftus also caught 
the 6.20 p.m. fast train to Tring. Although 
he could not travel in the same compart- 


Aids for the Accountant on Show 


\zW AIDS FOR THE ACCOUNTANT FORM 
amajor section at the Business Effici- 
ency Exhibition which opened at the 
City Hall, Manchester, on September 
27, for six days. 

For the smaller firm a new hand- 
posting system that can be operated 
withan ordinary adding-lister or an even 
impler adder is shown by Remington 
Rand Lid., a company which has hereto- 
fre specialised in only major equip- 
ment. Wages and proof sheets, sum- 
maries and the like, together with the 
lecessary carbons, are secured by a 
top gripper while earnings record card, 
statement, ledger card, and so on, are 
ield by a side gripper to line up with 
he co-related forms. Carbon-backed 
pay slips, receipts and so forth can 
be stored in a magazine in continuous 
packs of 200 and from it the forms 
are fed through to the writing surface 
such a manner that the writing line 
‘ automatically registered with the 
‘related forms in the set. 

A low-priced desk model electric 
‘alculator measuring only 8 in. by 8 in. 


by 4} in. is shown by Brunswiga 
Calculating Machines. 

Another low-cost desk model adder, 
by Burroughs Adding Machine Lid., 
reduces to one operation the usual 
steps of entering figures by hand and 
then listing and totalling by machine 
when dealing with deposit slips. Several 
keys may be depressed simultaneously, 
thus indexing entire amounts at one 
time. As no time is wasted indexing 
ciphers, about one-third of the work can 
often be done without touching a key. 

A well-designed hand-operated add- 
ing-lister, shown by British Olivetti Lid., 
has a capacity of 10-11 columns. This 
machine is equipped with a cut-off 
device to convert to calculations in 
decimals and whole numbers, and a 
transparent paper-cutter. 

The P.A.Y.E. machine by George 
Anson & Co., Lid., has wide accounting 
applications for sales and purchases 
ledgers, receipts and cash books, stores 
records and payments by traders’ 
credit systems. The Anson “ Mercury 
Recorder,” a junior version of the pay- 
roll machine, is very suitable for 
smaller firms. 


ment as Césarine, it may have afforded . 
him some satisfaction to be in the same : 
train with her. Anyhow, by posting the 
letter at Tring, a further impression was 
given that the robbery had taken place 
at Wendover Castle and that the thief 
had made good his escape. Nobody would 
guess that he had come down from London 
merely to post an envelope. 

You say that your conscience troubles 
you about keeping this matter to ourselves. 

Come again to dine with us on your 
return from Paris and bring Julie a box of 
Marrons Glacés, and I will guarantee to 
provide you with another equally con- 
vincing explanation of the mystery, which 
will not only free our heroine from all 
unjust suspicion, but will disclose the 
identity of the real villain, in all his 
sordid wickedness. 

Julie knows that I never tell a story right 
the first time, and by making out that 
Césarine was the thief, I was, of course, 
merely pulling her leg—I mean yours. 


(Concluded ) 


Among the equipment shown by 
Powers-Samas is a new machine, an 
improved electronic multiplying punch 
which not only multiplies but also 
does cross addition and subtraction 
and summarisation. The summarised 
totals are automatically punched into 
summary cards. The machine feeds 
and punches 7,200 cards per hour 
irrespective of the number of digits 
in the factors. 

The Hollerith electronic calculator, 
which has been developed from the 
electronic multiplier now widely in 
use, is one of the machines shown 
by ‘the British Tabulating Machine Co. 
Ltd. The calculator undertakes 
sequences of full arithmetical operations 
at high speeds with punched card 
recording of results. Its operational 
features include programming, storage 
and automatic checking. Because of 
its calculating speed and remarkable 
versatility this machine may modify 
many existing conceptions of punched 
card economics. 

Other equipment on show includes 
a machine which extracts a square root 
in one operation, many new book- 
keeping machines, and recent innova- 
tions in filing—among which the new 
lateral filing system of Roneo, Lid., is 
particularly noteworthy. 
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TAXATION 


The Finance Act, 1954, 
and Income Tax — 


Post-War Credits 


THE PERSON HAVING THE TITLE TO THE CREDIT OF A MAN OR 
woman who has died or become bankrupt will be entitled 
to repayment of post-war credits on the date the deceased 
or the bankrupt would have been entitled to them. It is no 
longer possible to assign or charge a post-war credit, except 
to a legatee or person entitled on intestacy or to a creditor 
of an insolvent estate. 


Investment Allowances 


Capital expenditure incurred after April 6, 1954, on the 
construction of a building or structure which is to be an 
industrial building or structure will entitle the person 
incurring the expenditure to an investment allowance of 
10 per cent. The allowance is subject to the same qualifying 
conditions as an initial allowance and is given instead of 
that allowance. It differs from an initial allowance in that it 
is not deductible in ascertaining the residue of the expendi- 
ture for the purpose of balancing charges or balancing 
allowances. Where initial allowances would have been 
claimed the benefit of the investment allowance will not be 
noticed, therefore, until the time comes for deciding the 
amount of any balancing charge or allowance. 

It will be remembered that where “ mills, factory ” 
allowances are operating, the introduction of capital 
allowances is postponed until April 6, 1956, unless a claim 
is made to bring them in at an earlier date. This means that 
any capital expenditure on extending a factory will not 
rank for capital allowances so long as the mills, factory 
allowance applies to the factory. The investment allowance, 
however, is to be available in respect of capital expenditure 
on additions or improvements to premises even when the 
mills, factory allowance applies. 

The investment allowance depends solely on the date the 
expenditure is incurred. The provisions that initial allow- 
ances can be claimed in respect of expenditure incurred 
before business is commenced do not apply to investment 
allowances unless the expenditure was incurred after 
April 6, 1954. Unlike initial and annual allowances the 
investment allowance is available for expenditure on 
preparing, cutting, tunnelling or levelling Jand. 

The investment allowance on expenditure on new 
machinery or plant is 20 per cent. Unlike the initial 
allowance, the investment allowance does not apply to 
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second-hand machinery or plant. Where initial allowances 
would otherwise be claimed, the fact that investment 
allowance is not deductible in arriving at the written down 
value will mean that annual allowances will be greater than 
they would be had initial allowances been claimed. The 
allowance is not given on expenditure on private motor cars 
unless they are provided for public use in car hire businesses. 
When the initial allowances on ships were withdrawn in 
1951 there was a provision that initial allowances could still 
apply where the ship was under construction on April 10, 
1951, or where a contract existed at that date for the 
construction of the ship or of its engines. Expenditure 
incurred after April 6, 1954, might, therefore, entitle the 
taxpayer to relief under that provision and he is given 
the option whether to take the 40 per cent. initial allowance 
or the 20 per cent. investment allowance. 

Expenditure on second-hand machinery and plant and on 
ordinary motor cars, which does not attract the investment 
allowance will, of course, rank for the initial allowance. It 
is specifically provided that the investment allowance can be 
claimed when the renewals basis is adopted. Expenditure 
on new plant for the purpose of a trade which is about to be 
commenced will attract the investment allowance if the 
expenditure is actually incurred after April 6, 1954. 

An investment allowance of 20 per cent. is available on 
expenditure on mines, oil wells, etc., instead of the initial 
allowance for expenditure on the construction of works 
likely to have little or no value when the source is no longer 
worked. 

An investment allowance of 10 per cent. on capital 
expenditure on agricultural buildings and works is given. 
This means that in the year following the expenditure there 
will, in fact, be a 20 per cent. allowance, half “ investment ” 
and the other half the normal allowance for writing off the 
capital expenditure over ten years. The person incurring 
the expenditure, therefore, gets immediate relief. 

Scientific research capital expenditure will also attract an 
investment allowance of 20 per cent. in the first year. 

The Second Schedule to the Act deals with events which 
may result in the withdrawing of an investment allowance. 
The relevant period is usually three years but may in certain 
events be five. The Schedule is a safeguard against arrange 
ments made with the object of getting an investment 
allowance and not for genuine business use of the asset. 
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The investment allowance gives the quickest results with 
profits tax because the allowance is to be deducted in the 
at ation of the profits of the accounting period for 
yhich the expenditure is incurred. 


Company Reconstructions 


Ifa trade carried on by a company either alone or as a 

rtner is transferred to another person and both within a 
year before the transfer and at any time within the two 
years after the transfer at least 75 per cent. of the interest 
in the trade belongs to the same persons, then the cessation 
and new business rules will not apply to the income tax 
asessments. The Section may apply where part of a trade 
is transferred. This will involve appropriate apportion- 
nents of profits. The Section cannot be got round by 
uibsequent changes within the two years after the transfer. 
Where the interest belongs to a person as trustee it is to be 
weated as that of the persons entitled to the income of the 
ust unless the trust is a charity. All the beneficiaries of any 
me trust will be treated as one person, as will the husband, 
vife, ancestor, lineal descendant, brother or sister of an 
individual. The interest of a parent company in the 


ubsidiary is ascertained according to the rules applicable 
for profits tax. The Third Schedule contains provisions for 
siving effect to the Section. 


Terminal Losses 


Aloss incurred in the last year of a business is now available 
or relief against assessments for the three preceding years. 
ltis necessary to ascertain the terminal loss, i.e., the loss 
othe final twelve months trading. This will comprise: 
(a) The loss sustained in the year of assessment in which the 
business ceased ; 
(b) Capital allowances of that year; 
(c) The, loss sustained in the portion of the penultimate year 
beginning 12 months before the date of cessation; and 
(d) The corresponding portion of the — allowances of the 
penultimate year. 


Ifa loss has already been used for some other purpose, it 
will not be available in arriving at the terminal loss. 
Capital allowances made by way of discharge or repayment 
oftax may be taken into account if they are made in respect 
of the business. 

The profits of each of the three years prior to the ultimate 
year are reduced by the amount of any annual payments 
made out of profits or gains brought into charge to tax and 
in the case of a company by dividends. Any annual 
payments so deducted will involve a similar deduction in 
the terminal loss unless the payment was laid out wholly 
and exclusively for the purposes of the trade. The Fourth 
Schedule contains rules applicable to the Section. 


Investment Companies 


Itmay happen that the management expenses of an invest- 
ment holding company exceed the income in a particular 
year. Any such excess can now be carried forward to be 
added to the expenses of the following year, and so on till 
relieved ; there is no time limit. 


Losses and Capital Allowances 


The concession which has hitherto been given, allowing a 
loss to be increased by unused capital allowances for a 
Section 341 claim, is now made statutory. There are 
provisions for prevention of double allowances, particularly 
in the case of partnership changes. 


Demolition Costs 


The net cost of the demolition of property, plant and 
machinery, etc. is now to be taken into account for the 
purpose of balancing charges and balancing allowances. 


Cemetery Companies 


Provision is made for the wastage of the capital asset in the 
case of cemeteries and crematoriums. This has a limited 
application but is in principle an important relief. 


Capital Allowances—Sales Between Persons Under 
Mutual Control 


If a party to a sale between persons under mutual control 
is not resident in the United Kingdom and no balancing 
allowance or charge falls or might fall to be made to or on 
that party, the taxpayer cannot now make an election under 
paragraph 4 of the Fourteenth Schedule, Income Tax Act, 
1952. That paragraph enabled the taxpayer to make an 
election which could result in the vendor being relieved of a 
balancing charge the onus of which followed the asset. The 
change has been necessary because the purchaser could not 
be assessed if he were not resident and not liable to United 
Kingdom tax. The House of Lords held in C.I.R. v. Wilson’s 
(Dunblane) Lid. [1954] 1 All E.R. 301, that paragraphs 
3 and 4 of the Fourteenth Schedule did not apply to sales 
at market value. The Act nullifies this decision and 
provides that paragraphs 3 and 4 are to apply no matter 
what price has been paid. 


Exemptions 
There are further provisions for exemption from tax of 


certain Consular officers and employees and for salaries of 
employees of the International Wheat Council 


Scilly Isles 
1954-55 sees the application of the Income Tax Acts to 
the Scilly Isles for the first time (Section 29, Finance Act, 
1953). 

A transitional relief now is provided if a person is 
charged to income tax in the Scilly Isles for 1954-55 under 
Case I or II of Schedule D in respect of a business not 
carried on by him elsewhere in the United Kingdom. The 
effect is that he can pay tax either on the basis of the 
previous year or on the basis of the current year. 

It is important to note that the basis of assessment 
remains that of the previous year and that the Act provides 
for relief in terms of tax to reduce the tax paid to that on 
the profits of the current year. We emphasise this because 
of the effect on capital allowances. 
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Landed Estates and Estate Duty 


MucH HAS BEEN HEARD LATELY OF THE 
effect of estate duty upon private businesses. 
The owner of a landed estate is not looked 
upon in the popular sense as a business 
entrepreneur. And yet he is essentially 
this, more especially so today than ever. 
The effect of estate duty upon estate finance 
and indirectly upon the capital structure 
of agriculture is not fully understood ; 
research into the problem is being under- 
taken by the Department of Estate Manage- 
ment of Cambridge University. What is less 
imponderable and of greater pertinence 
to the accountant is the present state of the 
law governing estate duty, and the ways and 
means by which within the law the impact 
of estate duty on estates can be either 
avoided or lessened. 

An estate in land threatened by estate 
duty reacts in three ways—flight, fight, and 
neutralisation. 


The Reaction of Flight 


The reaction of flight has two forms 
worthy of note: immunisation and 
cicatrisation. 


By the process of immuni- 
sation, an estate is placed 

Immunisation beyond the reaches of estate 

duty liability. There is 

only one sure and safe 
method: giving inter vivos. If an owner 
wishes to render his estate undoubtedly 
immune from the incidence of estate duty 
let him give it away during his life-time. 
On the face of it nothing could be more 
simple. Practical difficulties, however, 
often arise, and the law has hedged about 
with many obstacles this altruistic process. 
All gifts are made under the arch of the 
Chancellor of the Exchequer’s raised 
eyebrows. While the generous giver nods 
his head, assuring the stammering recipient 
of the sincerity of the gift, the Chancellor’s 
head, wry-mouthed and watchful, shakes 
in dissent. 

The gift must be bona fide and free of all 
taint of benefit to the donor. Once an 
estate is given away, any benefit from 
it which the donor might receive will lie 
wholly within the grace of the donee to 
bestow. An owner is not likely to dispose 
of all or the greater part of his fortune 
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except to someone whom he can trust. 
This limits the scope of immunisation. 
Family and social relationships are limiting 
factors. I know of one close-knit family 
where the major part of the agricultural 
land and all the urban estates have passed 
from generation to generation and no 
onerous estate duty has ever been levied. 

Again, to escape estate duty, gifts must 
be transactions between living people. 
A gift by will or a donatio mortis causa will 
attract duty, and so will a bona fide gift made 
less than five years before the death of the 
giver. In the eyes of the law the donor 
is a dead man five years afore his time. 
This is popular knowledge. 

What is not so widely known is the 
possibility of insuring against the conse- 
quences of a donor dying within the five 
years statutory period. Assurance is only 
possible in certain circumstances. The 
assurance is in the form of a life cover, 
but not according to the usually accepted 
sense of the term. A policy is effected in 
favour of the donee, whose property it is, 
and gives protection against the conse- 
quences of the donor’s decease within the 
five-year period, by providing money on the 
occasion of an early decease sufficient to 
meet the estate duty on the gift. A policy 
is not taken out in favour of the donor. 
This would only make matters worse; 
the moneys it provided would themselves 
be aggregated with other property of the 
deceased and swell the value of the principal 
estate. A policy runs only for the five-year 
period and does not lead up to an endow- 
ment payment or the accumulation of 
profits. At the end of the five-year period 
the premiums cease and the matter 
terminates. 

A grant of an estate for full considera- 
tion of money or money’s worth is not a gift 
and at the death of the grantor the estate 
will not bear estate duty. Where money 
passes which does not appear to be full 
consideration, the onus of proving the 
transaction to be a bona fide purchase falls 
upon the transferee, should he be a relative 
of the deceased. Where the transferee is a 
stranger the onus of proving the transaction 
to be a gift falls upon the Revenue. In any 
event, the ad valorem stamp duty imposed 


upon the occasion of the sale is no plea 
that the Revenue considers full considera. 
tion to have been paid. 

Towards certain gifts the law allows the 
Chancellor to be benign. The five years 
ante-death period does not defeat them, 
There are three main types: 


(i) Gifts made in_ consideration of 
marriage. The donee need not be related 
to the donor. Exemption, however, does 
not extend to gifts made in consideration 
of the donor’s own marriage: a sound 
precaution, lest a husband-to-be should 
mislead his affianced into thinking a gift 
was truly made at the instance of Cupid’s 
grace when, in truth, it was a disposition 
to curb the Chancellor’s cupidity. (In 
passing, may it be noted that at any timea 
partner to a marriage can settle an estate 
on the other partner so as to take effect 
at death, and providing the beneficiary 
under the settlement has no power to dispose 
of the settled property the property escapes 
estate duty on the occasion of the death 
of the second marriage partner.) 


(ii) Gifts that do not exceed £500 in 
value. At any time one can give £500 away 
and think nothing of it. By this concession 
it is possible to make gifts of small properties. 
A freehold house, for example, worth 
£3,000 and charged with a building society 
mortgage of £2,500 would come within the 
exception: the actual gift would in this case 
be the equity of redemption valued at £500. 


(iii) Gifts to the National Trust of 
property for preservation and other property 
or funds to maintain it. Property and funds 
so given must be indefeasibly vested in the 
Trust. The practical benefit of this con- 
cession lies in the declared policy of the 
National Trust to grant a tenancy to 4 
donor so that he might continue to reside 
in the mansion house and parks. The 
National Trust is not bound. Once a gift 
is made the donor must adjure the Trust 
for the right to remain in possession. 
The Trust is not more ready to receive 
than owners to give. The Trust always 
looks its gift horses well in the mouth. 
Therefore, when sorting and polishing the 
armour for the affray with the Revenue, 
do not secure the fluttering heart by the 
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qtosuggestion—“‘ there’s always _ the 
National Trust.” Gifts carrying similar 


gemption can, however, be made to 
Government departments, local authorities 
wd universities in certain circumstances. 


A recipient would be well advised not to 
dispose of a gift of property, unless it is 
among the exceptions just mentioned, 
yntil after the five years statutory period, 
ould there be any likelihood of decreasing 
property values. As a result of advice 
cently taken by the Board of Inland 
Revenue, estate duty is now payable on 
the money realised where property, as the 
abject of a gift inter vivos, is sold during the 
ive year statutory period. Suppose for 
xample a gift of property worth £10,000 
yasmade and the recipient sold out immedi- 
acy for that figure and bought other 
property of their like value, and during the 
next four years market values fell so that the 
value of the purchased property was reduced 
» £5,000; then, in the event of the estate 
juty being 50 per cent., by selling out on 
receipt of the gift, the donee would be liable 
for £5,000 estate duty at the time of the 
donor’s death, and would therefore benefit 
nothing as the value of the purchased 
property at that time would exactly corre- 
yond to the duty payable. 


By cicatrisation I mean the 
formation of an outer ram- 
part to protect an inner 
vulnerable estate, as a cica- 
trice, or scab, is induced 
to shield an open wound. The cicatrice 
sfashioned by building up capital resources 
wficient to meet all or most of the duty 
lviable from the estate protected. Extra- 
apital resources can be built up in more 
vays than one. ‘T'wo processes often followed 
ae the provision of moneys from life 
policies; and the ad hoc purchase of a ring of 
agricultural estates. 


Cicatrisation 


The use of life policies has, itself, two 
variations. One is straightforward. Policies 
ae taken out on the life of the estate-owner 
% as to ensure a liquid fund at death 
fom which to meet estate duty. The 
wefulness of this expedient is lessened 
because the life assurance money itself 
bears estate duty and may even increase 
the duty payable on the landed estate, 
‘ince the value of the policy advances the 
value of the principal estate at death. 
for example: an agricultural estate worth 
£40,000 could be protected by a life policy 
of £10,000. Assuming no other property, 
the principal value would be £50,000 and 
the estate duty £9,900—made up by a 
'7 per cent. levy (£6,800) on the agricul- 
lural estate and a 31 per cent. levy (£3,100) 
on the insurance money. If the agricultural 
State ha been the only property passing, 
State duiy would have been £5,200—the 


insurance money had increased the duty 
on the landed estate by £1,600. 


The other variation greatly relieves a 
situation of this kind. So accommodating 
is our law that a married man can protect 
himself under the cloak of the Married 
Women’s Property Acts. Where a husband 
affects a life assurance on his own life 
for the benefit of his wife the law vests the 
policy at inception absolutely in the wife; 
as a result, the assurance money is not 
aggregated with the husband’s property 
at death but ranks as a separate estate 
and attracts its own rate of duty. By this 
means the £40,000 agricultural estate of the 
example just given could be fully protected 
against estate duty by a life policy for 
£5,350—half the amount required by the 
other method. 


Since a husband’s life policy effected for 
the benefit of his wife is regarded as an 
estate in itself a most valuable approach 
can be made to the creation of a fund 
entirely exempt from aggregation with other 
property. Hitherto, a number of | life 
policies could be effected and, providing 
they were not taken out within the same 
year, each policy was a separate parcel or 
property and was accepted as an estate in 
itself for estate duty purposes. By taking 
out a series of policies, none of which was 
for more than £2,000, a congeries of estate- 
duty-free properties was created, since an 
estate of £2,000 or less did not attract duty. 
By the Finance Act, 1954, this will no longer 
be possible. A series of policies in favour of 
one person will be aggregated, but policies 
taken out by a person in favour of his 
beneficiaries severally will be treated as 
separate estates in certain circumstances. 


If the purpose of the life assurance is to 
protect the landed estate, it is important 
to see that the assurance moneys devolve 
upon the person to whom the landed estate 
passes at death. Often land is the subject 
of a will trust; the trustees in such a case 
would have no acce3s to assurance moneys 
unless the moneys were made subject 
to the same trust. 


An unfortunate feature of protecting a 
landed estate from estate duty by effecting 


life assurance is the deprivation of money . 


for improvement the estate will suffer. 
If the £40,000 estate, in our example, 
needed £10,000 to be spent on improve- 
ments, would it not be wiser to lay out the 
money inthis way and to forgo investment 
in a life policy? After all, a £40,000 estate 
increased in value by £10,000 improvements 
would only attract £8,500 estate duty 
against the £9,900 estate duty payable 
on a £40,000 estate and £10.000 life 
assurance. The answer, I think, is No. 
For one thing, small annual payments 
sufficient for assurance premiums are not 
likely to meet the requirements of an 


extensive improvement programme. If 
the improvement money were provided by 
a straight mortgage for £10,000 the estate 
at death would be encumbered and in 
consequence the payment of estate duty 
would probably require partition of the 
estate; in short, the estate would not be 
protected. A straight mortgage to provide 
the improvement money and a life policy 
as well would, of course, protect the estate, 
but not alleviate the amount of estate duty. 
If a straight mortgage were raised on the 
security of the landed estate plus a life 
policy simultaneously effected and at death 
the policy moneys redeemed the landed 
estate and were not regarded as personalty, 
the effect would be to reduce the estate 
duty from £9,900 to £8,500 and the landed 
estate would be both improved and an 
unencumbered security for raising a new 
mortgage to pay the reduced estate duty. 
Admittedly, by raising a mortgage and 
effecting life assurance, an owner would 
have to find the assurance premiums and 
the mortgage interest, but the life cover 
guarantees the integrity of the estate while 
the mortgage at the same time enables 
improvements to be made and the benefit 
of the 45 per cent. estate duty abatement 
on agricultural land to be reaped. 

The other form of cicatrisation is to ring 
by a chain of agricultural estates the 
protected estate. At the time of death 
the ring of recently-purchased estates is 
peeled off like rind, and the proceeds used 
to meet estate duty on themselves and the 
protected estate, which remains unmolested. 

Assume, by way of example, an agri- 
cultural estate worth £250,000. The owner 
desires to protect the estate from the inci- 
dence of estate duty and in particular 
from partition. He has non-agricultural 
capital to the value of £150,000. His 
principal estate for estate duty purposes 
is thus £400,000. Duty on the agricultural 
estate will be at 36 per cent. and on the 
non-agricultural property at 65 per cent.; 
making a total levy of £187,500. Clearly, 
the non-agricultural capital is insufficient 
to account for all the estate duty and protect 
the agricultural estate. If, however, the 
£150,000 were transferred to agricultural 
investments, it would attract the 45 per 
cent. estate duty abatement and the total 
estate duty would drop to £144,000. 
This sum could be met by selling the 
£150,000 worth of agricultural property, 
and the original agricultural estate would 
be protected and remain unimpaired. 


The Reaction of Fight 


The reaction to fight the 
impact of estate duty has 
two main forms, fortification 
and absorption. By fortifica- 
tion is meant the process of 
dealing with estates so that while estate 
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duty is levied, and perhaps met, the full 
impact of the incidence is blunted and duty 
lessened. There are five methods of 
fortification: 

(i) Timber planting; 

(ii) Leasing in-hand freeholds; 

(iii) Maintaining low rents; 

(iv) Formation of estate companies; 
(v) Gifts to National Trust by will. 


(i) The treatment of timber for estate 
duty purposes has almost become folklore. 
Ever since the Finance Act, 1910, timber 
has received special treatment. The value 
of timber at death is not aggregated with 
other property in estimating the value 
of the principal estate, and estate duty is 
not payable until the timber is sold, either 
severed or standing. This is an essential 
concession. If timber were dutiable at 
death the timber market would be fermented 
by irregular gluts. The policy, from its 
inception, has provoked a _ temptation 
to capitalise silvicultural expansion at the 
expense of agriculture. An unhealthy 
bias in the favour of timber has been evaded 
by making timber sales fully dutiable and 
disallowing the 45 per cent. abatement 
granted to agricultural land. Looking 
again at our £40,000 agricultural estate, if 
£10,000 were spent on agricultural improve- 
ments and the value increased to £50,000 
estate duty would be £8,500: should the 
£10,000 be spent on planting woodlands 
and the new plantings valued at cost at 
time of death the immediate estate duty 
payable would be £5,200 and the total 
(supposing the timber were ultimately 
sold standing) would be £7,600: an immedi- 
ate saving of £3,300 and an absolute saving 
of £900. 

(ii) Owing to the folly of the Agricultural 
Holdings Act, 1948, many landowners are 
taking in hand farm after farm. The process 
is logical, but, from the viewpoint of estate 
duty liability at the present time, is apt to 
be disquieting. Vacant possession values 
are still high in some places. Land in-hand 
at death will, in consequence, be more 
valuable than it would have been if let and 
estate duty will be higher. 


On one estate known to me the owner © 


had taken two relatives into partnership 
and the partnership was working the whole 
of the estate in-hand. The partnership 
arrangement was made to reduce estate 
duty in the event of the owner’s decease, 
but the vacant possession element had not 
been avoided. The arrangement would 
have been more effective if the estate had 
been divided into three separate blocks of 
freehold, each block vested in one of the 
partners, and the whole estate let to the 
partners on a tenancy in common. As each 
partner died the freeholds would pass 
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subject to the tenancy and the vacant 
possession element would be _ thereby 
avoided. And from the viewpoint of each 
partner, his assets would be more fluid. Also 
there is a danger that by entering into 
partnership and owning agricultural free- 
holds the 45 per cent. agricultural concession 
may be lost. 

(iii) Letting land will indubitably tend to 
reduce its capital value for estate duty 
assessment. Frequently, one hears the argu- 
ment that rents should be kept low with the 
same end in view. Low rent; low capital 
value. Sur-tax payers particularly are 
prone to this opinion. What is £1 per 
annum rental increment to them in terms 
of income? A mere 6d. a year perhaps. 
But the same £1 rental increment may mean 
£25 extra estate duty—the extra 6d. would 
take 1,000 years before it gained the 
advantage. The landowners’ viewpoint 
is most readily appreciated. That it could 
exist at all is a sad commentary on our 
tax system. The argument is weak, of 
course, in its pre-supposition that the valua- 
tion for estate duty would make little or no 
adjustment in year’s purchase rates for the 
greater security of the low rents or for the 
limited power of the owner to adjust rents 
to market level if he wanted to. Nonetheless, 
a 19s. 6d. in the £ sur-tax payer has nothing 
to lose by keeping rents low and a sporting 
chance of gain. So why not? 


(iv) Estate companies: what a nostrum 
they were! What a hope they held out to the 
last generation under the lowering threat 
of estate duty! Ancient titles, forged link 
by link on he anvil of primogeniture, were 
once and for all assigned to the persona ficta 
of an estate company, an immortal immune 
from estate duty and all ills of the flesh. 
But today estate companies are being 
wound up, hand over fist. What has hap- 
pened ? 

As early as 1930 legislation was passed 
with the intent of making estate companies 
liable for estate duty. The law was some- 
what ineffectual. Ten years later the 
Finance Act, 1940, repealed existing legis- 
lation and introduced a new principle 
that cut the nerve of estate companies 
as agents of resistance to estate duty. 


Section 55 of the 1940 Act is the point 
d’appui about which the new order turns. 
Briefly, the Section requires the shares 
of a deceased shareholder, who had control 
of the company at any time during the five 
years immediately preceding death, to be 
valued, not at market value, but by reference 
to the capital assets of the company. The 
value of the landed estate of the company 
and all other capital assets at the time of 
death is therefore reflected in the value 
of the shares. Moreover, the shares are 
regarded as mere securities with no agricul- 
tural element, the company’s assets being 


wholly or mainly agricultural lar,./ notwith. 
standing. Hence the owner of shares in ay 
estate company loses the benefit of the 45 per 
cent. agricultural abatement. The Financ 
Act, 1954, goes some way to alleviate this 
anomaly. But not far enough: only Jang 
occupied by a company trading in husbap. 
dry attracts the 45 per cent. agricultural 
concession. What is more, the valye of 
timber is included in the valuation of , 
company’s assets so that the special 
privileges attaching in the ordinary way t 
timber liable to estate duty are also log, 
And there are other disadvantages. 


The factor that brings Section 55 into 
play is the control over the company 
possessed by the shareholder. A shareholder 
having no control would have his share 
valued at market value or an estimate of 
probable market value. Unless the con. 
trolling shareholder has other assets from 
which to pay the estate duty the operation 
of Section 55 may well force the liquidation 
of the company, or its passage out of the 
control of the family, who originally 
created it and transferred to it the family 
estates. . 

The same difficulty confronts the share- 
holders of all private companies. To relieve 
what is a serious state of affairs in the com- 
mercial world there has recently been 
inaugurated the Estate Duty Investment 
Trust (EDITH) and two other con- 
panies. EDITH is_ willing to buy 
shares in private companies and to 
ask for no voice in the management of the 
company. A private company faced with 
the problem of realising a large section 
of its assets to meet estate duty on the shares 
of a deceased controller-shareholder could 
sell shares to EDITH and leave effective 
control with the remaining family share- 
holders. Or EDITH would buy the largest 
single block of the shares in a private 
company, so that only the combined voice 
of the remaining shareholders could out- 
vote the opinion of EDITH;; on the principle 
that EDITH would, in fact, take no active 
part in the affairs of the company, the 
effective control would remain with the 
family shareholders, but since the only 
single share interest that would be capable 
of controlling the company would, itself, be 
vested in a passive company, there would 
be no occasion when the death of a con- 
trolling shareholder could take place, 
and Section 55 of the 1940 Act would never 
come into operation. How far EDITH 
will be able to help estate companic 
remains to be seen. A company farming 
land in-hand and showing a substantial 
return on its share capital may well be an 
attractive proposition to this new adventur- 
ing investment trust. Section 55 could, 
of course, be avoided by creating public 
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state cormpanies—and this is a way things 
pight move in the future. 


vy) While an owner may not feel disposed 
make a gift of land to the National Trust 
ora Government department, local govern- 
gental authority, university or similar 
ody) during his lifetime he can do so by 
yill, and the effect will be not only to render 
immune [rom estate duty the property so 
given, but to reduce the rate of estate duty 
m the dutiable property, since gifts to the 
National ‘Trust, even when made by will, 
ye not aggregated with other property in 
«mputing the value of the principal estate. 


By absorption is meant the 
intake of non-agricultural 
capital into an agricultural 
estate threatened with estate 
duty. The agricultural 
gate is used as a reducing factor to mini- 
nse the total estate duty payable on the 
nincipal estate. This use of an agricultural 
sate does not mean that the estate will 
aier annihilation or even partition as a 
rsult of the estate duty. The principle 
absorption can be followed while adopting 
atthe same time a process of cicatrisation. 

The principle of absorption acts in one 
{three different ways. An owner who 
pactises it should be aware of them. 

first, capital may be transferred to the 
wicultural estate by making improvements 
tut increase the capital value of the estate 
by an amount commensurate with the 
amount of capital transferred; a quid pro quo. 
Thus, our £40,000 agricultural estate may 
improved by a £10,000 inoculation of 
apital and as a result increase in value to 
{0,000. In that event, the transfer will 
tainly be worthwhile if the £10,000 
apital comes from a non-agricultural 
wuce; there will be a saving of £1,400 
state duty. 

Second, a transfer of capital from non- 
wicultural sources to an agricultural 
slate may result in an immediate loss 
{capital value. This is especially likely 
happen where the agricultural estate 
wholly let and remuneration for capital 
improvements is dependent upon rental 
acrements. A drop in capital value of 
tis kind can quickly nullify the benefit 
iriving from the 45 per cent. abatement of 
State duty on the agricultural estate. 
Ii for example, the expenditure of £10,000 
© our £40,000 agricultural estate results 
Man increase of capital value of not 
nore than £5,000 the amount of estate duty 
m the £45,000 improved estate would be 
{6,750, leaving a net balance of £38,250; 
whereas, if the transfer had not been made, 
ihe principal estate would have stood at 
£50,000 and the estate duty at £9,900, leav- 
Manet balance of £40,100. I think it is 
Ne to say that, because agricultural rents 
tnd to reiect capital improvements as in a 


Absorption 


diminishing mirror so that capital invested 
in improving agricultural estates suffers an 
immediate loss in value, there is no mag- 
netic force in the 45 per cent. abatement 
of estate duty drawing capital into agri- 
cultural improvements except when the 
percentage rates for estate duty are in the 
highest range. ‘The abatement is only of 
benefit to the exceedingly rich in this 
respect. 

Third, absorption of capital in agri- 
cultural improvements may be made in such 
a way that the present capital value of the 
improved estate is little altered, but when 
the market for agricultural land becomes 
more fluid the improvements exercise a 
stabilising effect. Certain landowners 
are undertaking improvements prompted 
solely by this long-view policy. An example 
of what I mean is the making-up of estate 
roads communicating with a number of 
separate holdings. ‘To express the effect 
of such improvements upon the value of 
each of the holdings in the open market 
would be most difficult—if, indeed, at the 
present time, the market value could be 
said to have been influenced at all. And 
yet, without doubt, the estate as a whole 
has been improved. The slack and stretch 
of future market fluctuations will tell 
its worth. Landowners are prepared to 
vest capital in this way in their estates (even 
if it means an immediate loss in the market 
value of the capital) rather than see it go 
into the hands of the Revenue. 


Reaction of Neutralisation 
Neutralisation involves the use of the 


capital expenditure allowance first given 


under Section 33 of the Income Tax Act, 
1945. Incidentally, so far no reference 
has been made to this most accommodating 
and valuable tax concession. To have done 
so would have made the examples and 
arguments complex and difficult to follow. 
The capital expenditure allowance is, 
however, of vital import. The loss of 
£5,000 shown in the last example as a 
consequence of transferring £10,000 from 
non-agricultural sources to agricultural 
improvements, which appeared to make 
the transfer of capital to agricultural land 
of no worth as an estate duty alleviation, 
would have been reduced to £500 by the 
owner claiming a capital expenditure 
allowance of £4,500 in respect of the 
£10,000 spent on improvements. If the 
owner were a sur-tax payer he would very 
probably redeem all the loss. 

By means of the capital expenditure claim 
a wealthy landowner can neutralise the 
effect of estate duty. Assume, by way of 
example, a landowner whose principal 
estate at death will attract the highest rate 


of estate duty (80 per cent.) and whose 
income tax and sur-tax rate is 19s. 6d. in 
the £. He owns an agricultural estate 
worth £220,000 and invests in it £350,000 
by undertaking a comprehensive programme 
of modernisation and improvements. As a 
result the capital value of the estate is only 
increased by £250,000 so that its improved 
value is £470,000. The estate duty on this 
amount at 44 per cent. (the highest per- 
centage rate subject to the agricultural 
abatement) will be £206,800. The owner 
has suffered {£100,000 depreciation in 
capital value. If he had not transferred 
the £350,000 to agricultural investment 
his estate duty commitment would have 
been £376,800 so he has made good the 
£100,000 and reaped an overplus of £70,000. 
Apart from this, the capital expenditure 
claim will amount to £332,500, payable 
in ten annual instalments. Should he get 
all this before he dies the money so received 
will itself attract 80 per cent. estate duty. 
But should he die now and his successor 
in ¢title be also a 19s. 6d. in the £ sur-tax 
payer, the annual expenditure allowance of 
£33,250 will more than meet the annual 
payment of £25,850 estate duty due over 
the next eight years; for practical purposes, 
therefore, the estate will be entirely free of 
estate duty and, moreover, it will have been 
put in first-class order. If the owner had 
already received instalments of the capital 
expenditure claim before his death and had 
invested each instalment at once in further 
agricultural improvement, and assuming 
the same proportion of loss in capital value 
due to investing in agricultural improve- 
ments, the agricultural estate would be 
enhanced in capital value by £24,000 for 
each annual expenditure of £33,250. 
The estate duty arising on each increment 
in capital value of £24,000 would be 
£10,560, but the allowance under the 
expenditure claim would be £31,587 for 
each annual commitment of £33,250. 
If this process were kept up until the owner 
died his successor would have ample funds 
accruing from the Revenue in annual 
instalments to more than meet the annual 
payments of estate duty. The impact 
of estate duty can thus be neutralised. 
But alack, one has to be a man of mighty 
fortune and a sur-tax payer enjoying a 
levy-rate of 19s. 6d. in the £ to work these 
miracles. 


Some landowners are in despair. They 
have taken to heart the words of Donne: 
“Never send to know for whom the bell 
tolls, it tolls for thee.”” Others of stouter 
stuff rend the membranes of their heart 
and cry: “‘ Curfew shall not ring tonight.” 
It would be most improper for me to tell 
which side carries my favour, with whom my 
hopes lie; whether with the landowner 
or with the Revenue. 
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Taxation Notes 


Income Taxed at Source 


Ir MUST ALWAYS BE EMPHASISED THAT 
there is no apportionment for income 
tax purposes of interest and dividends 
received or paid. Interest receivable 
under deduction of tax has tax deducted 
at the rate in force when the payment 
became due, unless the payment is not 
out of profits or gains brought into 
charge to tax, when the rate in force at 
the date of payment applies (Sections 
169 and 170 of the Income Tax Act, 
1952). The year for which the standard 
rate is being deducted is the year in 
which the income must be included in 
the recipient’s income (Section 524). 
This cuts out all accruals. 

It will be seen, however, that *if 
interest is paid in arrear, but there were 
sufficient profits or gains brought into 
charge in the year in which it became 
due to cover the payment of interest, 
tax is deductible at the rate of the year 
the interest was due and the interest is 
income of that year, not of the year of 
payment. This affects repayment claims 
and sur-tax. Interest receivable cannot 
be charged to sur-tax until it is received, 
but is then related to the appropriate 
year if under Section 169. If under 
Section 170, it remains in the year of 
receipt. In deciding whether Section 
169 or 170 applies, it is the statutory 
income, not the actual income, that is 
compared with the annual payments. 
Ground rents, royalties, etc., are treated 
in the same way as interest. 

Dividends are income of the year in 
which they are payable (Sections 184 
and 524). Again, there is no accrual. 
Accrual comes into the picture for 


interest or dividends only where adjust- 


ments are made for sur-tax under 
Sections 237-239. 

In the case of a deceased person, 
interest and dividends are regarded as 
arising wholly to the person entitled to 
them on the date they became income 
under the above rules; there is no 
apportionment (C.J.R. v. Henderson’s 
Trustees, 16 T.C. 282). In computing 
the aggregate income of the deceased’s 
estate for the administration period, 
Section 423 provides that all income 
which is taxed by deduction is regarded 
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as income of the period in which it 
became due (if Section 169 applies) or 
paid (if Section 170 applies). 


Deeds of Covenant 


In entering into a deed of covenant 
for quarterly, monthly or weekly pay- 
ments, the difficulty often presents 
itself of dealing with the first year so 
as to get the maximum benefit straight 
away. This difficulty is being over- 
come by making the deed retrospective 
to the beginning of the tax year but 
providing that the sums payable in 
respect of so much of the period as 
arose prior to the date of the deed 
should be payable after the deed com- 
menced. Care must be taken that the 
deed is for a period that can exceed 
six years from the date of its being 
executed. 

The following is a specimen of the 
type of clause for a deed made on 
September 1, 1954: 

The covenantor hereby covenants with 
the beneficiary to pay to her for her 
absolute use and benefit as from the first 
day of May, 1954 and for the period of 
the joint lives of himself and the benefic- 
iary or for seven years from the date 
hereof whichever shall be the shorter 
period the monthly sum of... 

The five monthly sums payable in 
respect of so much of the said period as 
ends on September 1, 1954 shall be 
paid to the beneficiary immediately upon 
the execution hereof and each subsequent 
monthly sum shall be paid to her on the 
first day of every month. ... . 


Repairs to Property 
Correspondence has appeared in our 
columns from time to time regarding 
repairs to properties let pending resale. 
A case has come to our notice where 
the Inland Revenue contended that 
the repairs could be included only in 
a maintenance claim and could not be 
deducted in the Case I assessment. 
The Revenue head office advised the 
local Inspector of Taxes that although 
the properties were stock-in-trade the 
income had nevertheless to be taxed 
under Schedule A by reference to the 
provisions of Part III of the Income 


Tax Act, 1952, coupled with a charge 
for excess rents. Acting on the advice 
of our taxation correspondent, th 
accountants had the case resubmitted 
to the Revenue head office ard it wa; 
admitted that maintenance claims djq 
not have to be submitted and that the 
repairs could properly be charged jy 
the accounts. 


Simon’s Income Tax Service 


A booklet dealing with the income tay 
and profits tax provisions of the Finance 
Act, 1954, with annotations together 
with a survey of the whole Act, has 
been issued to subscribers, who cap 
obtain further copies at 4s. each (from 
Butterworth & Co., London). 

Few Finance Acts, except the 1952 
one on the Excess Profits Levy, have 
contained more complicated provisions, 
and the notes are very welcome a 
assistance to the understanding of the 
provisions. 


Clitas 


Release No. 20 (August 18, 1954) of 
the Current Law Income Tax Act Service 
brings to subscribers the relevant 
portions of the Finance Act, 1954, 
fully annotated. 


Profits Tax 


Can a distribution of capital profits 
received by a company be regarded as 
franked investment income? There is 
a difference of opinion on this, but in 
our view it cannot. 

Section 32, Finance Act, 194), 
amended Paragraph 7(1) of the 4th 
Schedule, Finance Act, 1937, to read: 

Income received from investments o 
other property shall be included in the 
profits except 

(a) income received directly by way 

dividend or distribution of profit 
from a body corporate carrying on 4 
trade or business to which [Section 19, 
Finance Act, 1937 (which imposed 
the tax)] applies; and 

(6) income so received . . . indirectly ...-; 

and 

ee 

Franked investment income meats 
income which would be included in the 
profits if paragraphs (a) and (5) wet 
omitted (zbid). 

In our view, the operative word 5 
“income”; a. receipt out of capi 
profits is not income at all and therefore 
cannot be franked investment income 
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In Neumann v. C.I.R. [1934] 13 A.T.C. 1, 
lord Tomlin said in reference to the 
decision in Gimson v. C.ILR. [1930] 9 
4T.C. 170: “the profits or gains in 
hat case were not profits or gains 
asessed by reason of the rules at nil, 
jut profits or gains not assessable at all. 
They were therefore not profits or gains 
i be charged on the company... .” It 
yas held in the Gimson case that a 
dividend out of such profits was not part 
ofthe recipient’s total income, not being 
income at all. 


Official Views 


Recently, in reply to a claim for repay- 
ment of tax on income received by a 
ninor under a will, the Inspector of 
Taxes wrote: “*...a ruling has been 
gven by my Head Office that repay- 
nent is to be treated on a contingent 
terest basis and relief given on the 
iust income actually released in the 
yar of assessment by the trustee for the 
minor's maintenance, education or 
benefit.” The claim had been made on 
that basis, as the will was perfectly clear. 

The word “ ruling ”’ intrigues us. We 
lave some recollection of reading about 
the Medes and Persians! 

In another case, a director holds an 
~pointment on a trade council as 
representative of his company and was 
appointed president of the Council. 
The Inspector wrote in connection with 
ihe director’s expenses in that office 
mid by his company: “. . . it was nota 
necessary condition of the office of 
secutive director which you hold 
under the company that each and every 
xcupant of that office should be 
president of the...” 

We all acquire our own styles and 
lichés but we should like to collect 
wme gems of Revenue phrases, to 
amuse and instruct our readers. Any 
offers ? 


Conflict of Taxes 


the muddle caused by profits tax 
lads to many odd results. Take a 
‘company with a profit for income tax 
ad profits tax purposes of £6,000 
and franked investment income of 
f1,500. It is director-controlled, with 
Wo equal shareholders, working full 
ime in the business, who have had 
{2,000 cach as remuneration and 
who have no other income. They 
(ecide to distribute the maximum 
dividend, £5,780. 


This is the result: 


Profits tax at 22} per 
cent.on_... wal 
Net relevant distribu- 


tion: 


7,500 
Non-distribution — re- 
lief at 20 per cent. on 


Profits tax payable nes 945 


Income tax: £7,500 @9/- 3,375 
Net dividend aN > 3,179 


Total paid away £7,499 


The position of each shareholder, 
ignoring earned income and personal, 
etc., reliefs is: 

Remuneration... £2,000 
2,890 


Income Tax... 4,890 @ 9/- 2,200 10 0 


Dividend 


487 15 0 
£2,688 5 o 


Sur-tax 


The total taxation is therefore: 
Company: 
Profits tax ... is -» £ 945 16 o 
Income tax... £3,375 © 0 
Less : Deduc- 
ted from 
dividends 2,601 


me nce §=— 
Individuals: 2 x £2,688/5/o 5.376 
(Subject to reliefs) £7,096 6 o 


o 0 
o Oo 
10 0 


(This is on a total profit, including 
directors’ remuneration, of £11,500.) 
Suppose, however, they decide to 
leave the whole profit in the company, 
taking only their fixed salaries of 
£2,000 each: 
Company : Profits tax £5,280 @ 
2} per cent. = {£ 192 
Income tax ow. $a 
Individuals: £2,000 each @ 9/- 1,800 


Total tax os £52307 


This is a saving of profits tax £ 813 16 o 
Sur-tax ... 975 10 oO 


Total saving ... £1,789 6 oO 


Unless there were a precedent for 
such a small distribution, however, 
the Special Commissioners could make 
a direction for sur-tax purposes. The 
result would be that the whole profit, 
not the amount that could normally 
have been declared in dividend, is 


apportioned between the members, 
but no profits tax is payable: 

Income of each member for 

sur-tax: 


Remuneration 
Half profits... 


.. £2,000 
35750 
£5,750 


Sur-tax thereon: £718/15/o0 

x2 = £1,437 10 
Company’s income tax 35375 0 
Individual’s income tax ... 1,800 0 


Total tax ... £6,612 10 oO 


These profits, when eventually dis- 
tributed, will escape sur-tax, but may 
attract a distribution charge if divided 
in a year when there is no direction 
if there has been non-distribution 
relief at some time. 

It is anomalous that the tax payable 
as the result of a direction is less than 
that arising from a voluntary dis- 
position of the whole profit—the saving 
in tax being in our example £483 16s., 
or the difference between the profits tax 
£945 16s. and the additional sur-tax 


£462. 


“ Taxation ” Key to Income Tax 
, and Sur-Tax 


The Finance Act edition of this well- 
known publication, which is edited by 
Ronald Staples and published by the 
Taxation Publishing Co. Ltd., London, 
at 7s. 6d. net, has now appeared. In 
222 pages, thumb indexed for quick 
reference, it deals with the Income Tax 
Acts in surprising detail. As a handy 
book to be kept in an accountant’s bag 
or on his desk it will be found invaluable. 


Double Taxation Convention 
With Germany 


A Convention between the United Kingdom 
and Western Germany for the avoidance 
of double taxation of income and profits, 
expected to take effect in the United 
Kingdom from April 6, 1953, has been 
signed, but not yet ratified by the United 
Kingdom. 

The Convention is in general similar to 
those which have already been made with 
France and other European countries. The 
text is published as Command 9252 (Her 
Majesty’s Stationery Office, price 6d. net). 


The Professional Notes this month include : 
The New United States Tax Code; The 
Taxation Conference ; A Tax Incentive for 
Smoke Abatement ? 
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Recent Tax Cases 


By W. B. COWCHER, o.z.£., B.xrTT. 


INCOME TAX 


Schedule D—Trade—Deduction in computing 
profits—Expenses of advertising campaign 
against nationalisation of an industry—Income 
Tax Act, 1918, Schedule D, Cases I and II, 
Rule 3(a)—Land and Income Tax Act (New 
Kealand) 1916, Section 86(1) (a). 


Morgan v. Tate and Lyle Ltd. (House 
of Lords, June 1, 1954, T.R 189)—the 
** Mr. Cube ” case, which probably aroused 
more public interest than any other tax 
case of recent years—has reached finality 
and the House of Lords, three against two, 
has affirmed the decisions of the lower 
Courts in favour of the company. In all, 
six judges as against three have found that 
the cost of anti-nationalisation advertising, 
where the threat is to a particular trade, is 
admissible under Rule 3(a) as “ money 
wholly and exclusively laid out or expended 
for the purposes of the trade”: but the 
narrowness of the margin dividing the two 
views is to be gathered from a passage 
in the judgment of Lord Morton of 
Henryton, one of the majority. In the course 
of the case, the Solicitor-General had 
pointed out that nationalisation of the 
sugar-refining industry might have taken 
the form either of acquisition by a national 
body of the company’s business and assets 
or of the acquisition of the company’s 
capital stock by a national body, and had 
contended that the cost of anti-nationalisa- 
tion propaganda in either case was not 
expenditure within the meaning of Rule 
3 (a). As to this: 

Mr. Millard Tucker for the respondent 
conceded that if the Labour Party had 
intimated that nationalisation would take the 
form of acquisition of the company’s capital 
stock by a national body, and if the expendi- 
ture had been directed to avoiding this 
form of nationalisation, it would not have 
answered the test laid down by Rule 3(a). 
He accepted the Solicitor-General’s argu- 
ment that money laid out merely for the 
purpose of preventing a change in the 
identity of the stock-holders could not be 
laid out for the purposes of the trade. 

Whilst, however, Lord Morton was “ con- 
tent to assume that the argument so 
accepted was correct in law, for there is 
no evidencé that any such intimation 
was given,” Lord Keith in his minority 
judgment confessed to finding this distinction 
**somewhat unreal in substance.” The 
method of nationalisation by means of stock 
transfers has gained in favour of recent years. 
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It avoids many of the difficulties and expenses 
of the older method by asset acquisition ; 
but, upon the other hand, from the Socialist 
standpoint it is, as had been proved, open 
to the serious objection that “‘ de-nationalisa- 
tion” is also made comparatively easy. 
From the Revenue’s professional standpoint 
the case emerges as much less disastrous 
than it threatened to be, although there 
may still be difficulties in its application. 


Schedule D—Bakery and confectionery business— 
Appeal— Whether appellant owner of business— 
Alleged sale to manager—Hearsay evidence— 
Whether Commissioners’ decision against appel- 
lant to stand without remission of case for further 
evidence. 


Spedding v. Sabine (Ch. May 28, 1954, 
T.R. 185) was a small but curious case. A 
bakery and confectionery business had been 
carried on from 1948 to 1953 at Lees, 
near Oldham. The business had been 
managed by a Mr. Main, who appeared 
to have received £5 per week out of the 
takings and to have handed the rest of the 
net takings to the appellant. The latter had 
alleged that in December, 1948, Main had 
bought the business for £2,150 and that by 
an oral arrangement he was to take the 
first £5 per week out of the business and 
pay the appellant the balance for a period 
of five years. It would seem from the 
judgment of Harman, J., that appellant 
giving evidence could not say whether there 
was an arrangement to provide what was to 
happen if the profits for the five years were 
greater or less than £2,150, but had declared 
that Main, after paying him £1,195, had 
thrown up the business and gone to live 
in the South of England. As to this story 
the judge observed: 

A more cock-and-bull kind of story the 
General Commissioners can rarely have 
heard, and they were entitled to say “ We 
do not believe a word of it. You were the 
man who had the profits of the business, 
whatever they were, during these years... . 
We shall assess you as the proprietor. 
Nevertheless, although ‘“ cock and bull 

stories” and “fairy tales” are quite 
common in income-tax appeals, stories 
superficially equally incredible are occa- 
sionally found to be true ; and the trouble 
in the present case apparently arose from the 


Commissioners’ desire to avoid the pog: 
bility of an unjust decision. At the cop, 
mencement of his judgment—and in th 
present writer’s opinion it is the only 
important feature in the case—Harmaa, J) 
said: 
The proceedings were conducted, jj 
appears, with a high degree of informality 
Of that one must not complain, because jt j 
said (and it has been upheld) that it j 
to the advantage, on the whole, of everybody 
that a degree of informality should 
allowed at these hearings. 
As regards this, it has of course to be born 
in mind that the question in the case wa 
essentially one of fact. Counsel for the 
appellant asked for the case to be sent back 
to the Commissioners for them to hea 
further evidence; but the judge refuse 
for the commonsense reason that they 
would merely come to the same conclusion, 
The burden was on the taxpayer to disprove 
the assessments and he had failed to do s, 
The Commissioners had rejected his story 
and the assessments stood. 


inciple 
ch racte 
bat, alt 
pdinary 
The nm 
he Fou 
persons ¢ 
relief uN 
being SO 
uestion 
sablish 
ommis: 
fused 

nder bi 
jpecial | 
hat the 
1997 1 
hat the 
as restr 
i the U 
speal. 

wong Uj 


Charitable exemption—Foundation incorporated 
abroad (1) to advance science of chemistn, 
chemical engineering and related sciences and 
(2) to promote any other scientific educational w 
charitable purpose—Royalties from United King- 
dom company—Whether foundation established 
for charitable purposes only—Whether United 
Kingdom charitable exemption applies to a 
charity not established in the United Kingdom— 
Income Tax Act, 1918, Section 37—Finance 
Act, 1923, Section 21—Finance Act, 1924, 
Section 32—Finance Act 1925, Sections 19(1), 
2I. 


Camille and Henry Dreyfus Founda 
tion, Inc., v. C.LR. (C.A. June 3, 1954 
T.R. 211) was noted in our issue of June 
last at page 221. The Foundation had 
been incorporated in 1946 under the laws 
of the State of New York as a “‘ membership 
corporation ” within the membership cor 
poration law of that state. In the same year 
Dr. Camille Dreyfus had assigned to it the 
benefit of certain agreements under which 
royalties were payable to him by British 
Celanese, Ltd. It was not disputed that 
unless, as claimed, the Foundation w4 
exempt from United Kingdom income-tat 
as being a body. of persons established 
for charitable purposes only within the 
meaning of Section 37 of the Income Ta 
Act, 1918, tax was properly payable ™ 
respect of the royalties in question. In 
respect of the years of claim, the five yea® 
1946-7 to 1950-1, these had aggregated 
£286,244, whilst the total tax at stake, a 
£128,809. So, as one of the questions 


| . 

| PB it 
Zi . 

: hones 
was a | 
charitab! 

| having 
Wynn-P: 

| fun, his 
mous Cc 
Was cha! 
| |,had h 
that the 
: benefit o 
was Ne\ 
| United 
om the 
caimed 
Court © 
- ’ x 
The si 
the mais 
mest out i 
| paragra p 
the meat 
21) one 
| To | 
. tional ¢ 
and had 
im the L 
| ten suff 
| stablish 
Expert | 
tad, hov 
Commiss 
either 

Corporati 
he resul 

Were to 

pragrap 
Commiss 
0 the ca 
and dec 
won the 

| Stablishe 

; | 


yinciple involved was a major one both in 
yaracter and in difficulty, it will be seen 
Hat, altogether, the case was of more than 
rdinary importance. 

The major principle at issue was whether 
ie Foundation, not being a body of 
sons established in the United Kingdom, 
as by virtue of this fact precluded from 
lief under Section 37. Assuming its not 
hing so precluded, there was the further 
yestion Whether it was a body of persons 
ablished for charitable purposes only. The 
mmissioners of Inland Revenue had 
fyed the Foundation’s claim to relief 
ser both heads ; but on appeal to the 
yecial Commissioners the latter had held 
tat they were bound by C..R. v. Gull 
37, 16 A.T.C. 905; 21 T.C. 374) to hold 
at the exemption conferred by Section 37 
asrestricted to persons or trusts established 
in the United Kingdom and to dismiss the 
peal. Upon the other hand, if they were 
ong upon this point, the Special Commis- 
smers considered that the Foundation 
a a body of persons established for 
(uritable purposes only. The Foundation 
ling appealed against this decision, 
\mn-Parry, J., had affirmed it and, in 
nm, his decision was affirmed by a unani- 
nus Court of Appeal. The Gull decision 
was challenged because, whilst Lawrence, 
,had held as above stated, he had decided 
ut the trust in question although for the 
imefit of persons in the province of Ontario 
ws nevertheless ‘“‘ established’ in the 
United Kingdom and so his conclusion 
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United@im the point was in the circumstances 
+ to afcaimed to be obiter. All three judges in the 
gdom—@iurt of Appeal in carefully reasoned 
Finan @{uigments came to the same conclusion. 

1924, The second issue arose because, whilst 

19(1), Mit main purposes of the Foundation as 

“tout in its certificate of incorporation in 
yunda-f—agraph 2(a) were “ charitable” within 
1954 am meaning of Section 37, by paragraph 
ff June 1) one of its objects was: 

m half To promote any other scientific, educa- 
e laws ‘onal or charitable purposes, 

ership iad had the Foundation been established 
P © the United Kingdom this would have 
1e year Mien sufficient to disqualify it as not being 
it the Misublished ‘‘ for charitable purposes only.” 
hae Lipert legal witnesses from New York 

ri 


ud, however, testified before the Special 
(missioners that paragraph 2 (5), being 
wither “kindred nor incidental” to 
Mragraph 2(a), was under the membership 
‘poration law void and inoperative, with 
“ result that the Foundation’s purposes 
"ete to be construed as if the offending 
Mragraph did not exist. The Special 
missioners in the absence of evidence 
“the contrary had accepted this evidence 
"id declared that, but for their finding 
‘pon the major issue, the Foundation was 
Sablished for charitable purposes only. 


The Court was unanimous that they were 
entitled to come to that conclusion. 

Leave was given to appeal to the House 
of Lords and, seeing that all the decisions 
have been the one way, this may be taken 
as indicating a degree of judicial uncertainty 
upon the main issue, which makes it very 
desirable that the meaning of “ established ” 
in Section 37 should be finally settled. 


Settlements by husband in favour of wife and 
children—Divorce of parents—Variation of settle- 
ments— Whether settlements variable if object was 
the reduction of tax liability— Married Women’s 
Property Act, 1882, Section 11— Matrimonial 
Causes Act, 1950, Section 25. 


Thomson v. Thomson (Probate, 
Divorce and Admiralty Division, May 26, 
1954, T.R. 265) arose out of a husband’s 
divorce of his wife. In October, 1933, an 
ante-nuptial deed of settlement had been 
executed for the benefit of the wife and 
children of an intended marriage, the 
settled policy being a policy of assurance 
on the husband’s life. The marriage was 
in November, 1933, and there were two 
children. In March, 1945, two policies 
for the wife and children had been effected 
by the husband under Section 11 of the 
Married Women’s Property Act, 1882, and 
in July of the same year he had executed a 
declaration of trust of a capital sum of 
£100,000 in their favour. In 1953, the 
husband had obtained a decree nisi and had 
applied to vary all four settlements by 
extinguishing the wife’s interests, as though 


she was already dead. It was admitted that 


one of the objects was to avoid the income 
from the fund being deemed to be the 
income of the father and aggregated with 
his income for tax purposes, with the addi- 
tional consequence that on attaining their 
majority the two children would not be 
able to make repayment claims. The pro- 
posed changes were wholly beneficial to the 
two children but in Chapman v. Chapman 
(1954, 1 All E.R. 798; 33 A.T.C. 84), 
noted in our issue of September, 1954 (page 
353), it had been held in the House of Lords 
that the Chancery Division had no inherent 
power to interfere and modify trusts for the 
purpose of reducing liability to estate duty. 
The registrar had held that by Section 25 
of the Matrimonial Causes Act, 1950, the 
Division was expressly given the power of 
altering and interfering with the trusts of a 
settlement and Davies, J., unreservedly 
upheld his findings. The operative words in 
Section 25 are: 

The Court may . . . make such orders 
with reference to the application of the whole 
or any part of the property settled either for 
the benefit of the children of the marriage or 


of the parties of the marriage, as the Court 

thinks fit... . 
and, upon the question whether the Court 
should hesitate to exercise its powers be- 
cause of a reduction in the amount of tax 
otherwise payable, his lordship held that 
“it would be absolutely wrong” that it 
should be deterred from exercising its 
power on some ground of public policy. 


Schedule D—Company carrying on business as 
sand and gravel merchants—Contract with 
partnership for purchase of certain deposits of 
sand and gravel for lump sum and grant of options 
over other deposits—No transfer of ownership of 
land—Transfer of contract to company— Money 
paid for taking over contract and for exercising 
option— Whether deductible as cost of stock-in- 
trade or inadmissible as capital outlay. 


Stow Bardolph Gravel Co. Ltd. v. 
Poole (Ch. May 21, 1954. T.R. 169) 
was a case where, in the circumstances set 
out in the heading, a company under the 
terms of the contract had bought for £2,000 
the deposits of gravel and sand ballast on 
eight acres of land and had been given two 
options. Under the first it was entitled to 
buy within five years, at £1,000 per acre, 
deposits on an adjoining five acres, and if 
this option was exercised was given for a 
further five years a like right over a third 
piece of land at a similar price. No pro- 
prietary interest in the land was expressed 
to be given and access was to be by only one 
road. No time limit was imposed for the 
extraction. Harman, J., in the course of 
his judgment, said he understood that the 
company had since exercised the first option 
for £2,250 and that the sand and gravel had 
been sold in the course of its trade. He 
added that the case had been treated 
throughout as being under Schedule D 
and not under Schedule A and the only 
question was whether the company was 
entitled to debit against the profits of sale: 

the money paid, first, for taking over this 

contract and, secondly, for exercising the 
option. No one seeks to make any distinction 
between the two. 


The company’s contention, according to 
the judge, was that: 
this is a mere purchase of stock-in-trade— 
the stock-in-trade being sand and gravel— 
and that all the company does is to go on 
to the land, shovel up the sand and gravel 
into a lorry and sell it down the road to the 
customer, 
and, referring to Golden Horse Shoe (New) 
Ltd. v. Thurgood (1934, 12 A.T.C. 551; 
18 T.C. 280), where the Court of Appeal . 
had held that the purchase of a dump of 
railings from a gold mine for the purpose 
of extracting gold was expenditure of 
circulating capital for the purchase of the 
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raw material of a business, he held that it 

was a distinction without a difference to 

suggest that: 
because nobody had ever applied a rake to 
this gravel before it should be treated as 
capital, whereas if somebody had raked it into 
little heaps before the contract was made it 
would constitute a different form of ad- 
venture. 


Whilst Harman, J., reversed the decision 
of the General Commissioners he apprecia- 
ted that the facts of the case gave rise to other 
and less simple legal questions which had 
been avoided by mutual agreement. The 
reader of the judgment may, however, 
wonder whether the tax position in such 
cases is really affected according to whether 
a rake, a bulldozer or a charge of ex- 
plosives, or all three, are employed. From 
the economic standpoint there is, of course, 
little if any difference between purchase by 
payment of a lump sum, by way of royalty 
or by a mixed method. Even in the present 
case, the Revenue contention may be not 
so inequitable as it appears at first sight. 
Nowadays, the “‘ business man” would not 
enter into such a contract as that in the case 
without giving thought to the tax position 
and to the risk of a lump sum payment 
being regarded as capital expenditure. In 
other words, the price would discount this 
risk and to this extent the tax would be 
shifted to the landowner. Assuming the 
Revenue view ultimately to prevail, then 
in all future such transactions the price for 
the deposits would take the tax position 
into account—including sur-tax, if any— 
and the landowner’s net position would 
tend to be much the same apart from sur- 
tax as if he had sold his gravel on a royalty 
basis. Any reduction for sur-tax would 
relate to the purchaser’s position and not 
his own. A reverse result would benefit the 
landlord more than anyone. 


Office or employment—Expenses—Clergyman— 
Expense of entertaining visiting clergy— Whether 
deductible—Income Tax Act, 1918, Schedule E, 
Rule 9, General Rule 2. 


Mitchell v. Mayhew (Ch. May 21, 1954, 
T.R. 173) was a case arising out of the 
wording of General Rule 2 of the 1918 Act, 
a rule the wording of which is very similar 
to that of the notorious Rule 9 of Schedule 
E in that the word “ necessarily ’? appears 
in both. The issue was whether the respon- 
dent, a clergyman, was entitled to deduct 
the sum of £8 spent on entertaining visiting 
clergy. According to Harman, J., the 
Crown was said to have argued that he was 
not obliged to invite other clergymen to 
preach in his church and the expense was 
therefore not incurred necessarily, and he 
remarked: : 


I hope that does not do justice to the Crown’s 
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argument; a more miserable plea I have 

never heard. 

As the General Commissioners’ case did 
not disclose the facts upon which they had 
decided against the Revenue, he remitted 
it for a further report but without the taking 
of fresh evidence. Why the Revenue now 
takes such small cases to the High Court is 
a mystery. Fifty years ago, a very senior 
Somerset House official gave this verbal 
advice to a young surveyor—they were 
called surveyors then: 

The man who sends up cases of trivial 

amount isn’t fit to have charge of a district. 

You can do what you like with the tax but 

you mustn’t give up a principle. 

Acting upon this advice, in the case of a 
Welsh parson who had deducted one shilling 
from the tax charged and given notice of 
appeal, the surveyor in question had paid 
the shilling himself; and, in reply to an 
indignant protest that an important prin- 
ciple was involved, had blandly replied that 
it was for that reason he had paid the shilling 
and, so far as he was aware, there was no 
law to prevent his paying other people’s 
taxes. Nevertheless, it would be quite 
unjust to impute any blame to the Inspector 
in the present case without a greater 
knowledge of the facts. He may have acted 
under instructions and, in any event, the 
decision to take the case to the High Court 
would not be his. 


SUR-TAX 


Transfer of assets whereby income payable to 
persons resident or domiciled abroad—sSettlement 
by father—Settlement by mother revoked— 
General residuary bequest by mother— Whether 
rights acquired by settlement—Whether rights 
acquired by will—Finance Act, 1936, Section 18. 


Bambridge v. C.LR. (Ch. June 16, 
1954, T.R. 255) arose out of the provisions 
of Section 18 of the Finance Act, 1936, a 
Section which had been passed with a view 
to stopping evasion of sur-tax by means of 
transfers of assets which resulted in income 
becoming payable to persons resident or 
domiciled out of the United Kingdom either 
as a result of the transfer alone or in con- 
junction with “associated operations.” 
Appellant’s father and mother had, in 1933, 
sold to “K,” an investment company 
incorporated in Canada, Canadian and 
United States investments of which they 
were beneficial owners in consideration of 
shares and debentures in “ K.”” In January, 
1934, the father had made a revocable 
settlement under which the income of the 
** K” shares and debentures was to be 
paid to the settlor for his life and then to 
his widow for her life, and after that to 


the appellant for her life, with :cmaindes 
over. The settlor had died in 196 and his 


widow in 1939 and the appellant was there. jy O™?* 
after entitled to the income. Tlic mothe divide 
had made a similar revocable ‘settlemen:fam !'™ . 
in January, 1934, but had revoked it ing "43> 
1937. In 1938 she had made a will contain. O"™ 
ing a general residuary bequest in favour " e 
of the appellant. At her death, in 1936, A, am 
without having revoked her will, she wasf ™!4et 
still possessed of the bulk of the shares anim » 194 
debentures in “ K,” and the appellant thenfam 4!45 
became entitled to the income. under 
In Congreve v. C.ILR. (1948, 27 ATC 
102; 30 T.C. 163), the House of Lon bound 
had decided that for Section 18 to apply ig OU 
was not necessary for the transfer to be made CLR. 
by the person benefiting. In the case of the © ¢ 
appellant’s income under the fathers 
settlement the question was whether herja | 
rights were acquired “ by means of” them” ™ 
sale to ““ K” and the settlement, it being wy 
ey 


argued that there had to be added to then’ 
the death of her father without revoking” 


the settlement and of her mother, two evens 0 t 
which were not “ associated operations.” ™t th 
Harman, J., however, upheld the Crown’ 4 . 
contention that the appellant’s rights arose %™" 
out of the settlement and that the two" the 
deaths were merely events which brought athou 
her interest into possession. As _ regard *°S9". 
appellant’s income from her mothers" Sec 
investments, his lordship said that whilst, a fail 
having regard to Section 18(2), a will might Romer 
be an “‘ associated operation,” and a specifica ""4"" 
bequest of the “‘ K ” securities would haveg “es 
been “in relation to any of the assets bound 
transferred,” a mere general bequest didjg™ ™™e 
not seem to him to fall within the descrip-¥j "Ss 
tion because they belonged to the testator whethe 
at death. If the Crown were right a wil iby. d 
made before the original transfer would" 
needs be classed as an “ associated opera mcd | 
tion,” which seemed to him to be absurd. ‘iden 
He, therefore, held that Section 18 did not om fine 
apply to the securities derived by th with th 
appellant under her mother’s will. The ammned 
Special Commissioners had decided tha” ‘te 
appellant was liable both under the father’ iability 
settlement and under her mother’s will. wo 
ably, |] 

firmer 

decision 

Undistributed profits of company controlled )M \n th 
not more than five persons—Liquidation 9% Harn 
company—Whether on a direction profits 9) The ju 
broken period to date of liquidation must Wi Sessor, 
deemed to be income available for distribution "tical 
members which ought to have been distributed "2s sor 
Finance Act, 1922, Section 21—Finance Aci Wvershe 
1927, Section 31(1), (4), (7)—Finance AGHEL)., an 
1937, Section 14 (2) (b)—Finance Act, 193 Lord, H 
Section 14. wanimi 
Ag WS tak 

A. & J. Mucklow, Ltd. v. C.LR. (C: ‘wt 
June 3, 1954, T.R. 231) was noted # wor 


our issues of February, 1953, at page 56a™ 


a 
i |. 


\arch, 1954, at page 107, the latter note 
ying an extended one. The appellant 


ompany—which had never declared a 
jividend-—made up its accounts to April 30. 
ithad gone into liquidation on December 9, 
qj3, and on the 23rd of that month the 
pysiness had been sold to a new company 
the same name. As before, two brothers, 
4, and J. Mucklow, were the only share- 
holders. ‘Che profits of the period from May 
1, 1943, to December 9, 1943, exceeded 
{14,500 and on appeal against a direction 
yder Section 21 of Finance Act, 1922, the 
secial Commissioners held themselves 
pound by the majority decision of the 
Court of Appeal in H. Collier and Sons Lid. v. 
CLR. (1933, 11 A.T.C. 417; 18 T.C. 83) to 
wold that the effect of Section 31(4) of the 
finance Act, 1927, was automatically to 
dem the said profits for the final period to 
i income “available for distribution ” 
yhich there was no reason not to distribute. 
They had, therefore, confirmed the direc- 
ton. 

In the High Court, Harman, J., had held 
that the words “‘ available for distribution ” 
iad only their ordinary meaning. After 
camining the judgments of the majority 
in the Collier case, he had concluded that, 
athough Lord Hanworth, M.R., and 
Sesor, L.J., had held that the effect 
if Section 31(4) imported automatically 
i failure to distribute, Finlay, J., and 
Romer, L.J., had held that the question 
rmained one of fact. In the special circum- 
sances, he had decided that he was not 
bund by the Collier decision and had 
rmitted the case to the Special Commis- 
soners to consider as a question of fact 
whether the company had acted unreason- 
ibly. As a result, they had confirmed the 
irection, holding that the directors had 
ated unreasonably in not distributing as 
lvidend a reasonable part of the profits of 
ihe final period. Neither side was satisfied 
with the position. The Revenue naturally 
taimed that Section 31(4) should be held 
® create automatic and _ unescapable 


iability as determined by the Collier case, - 


vhilst, for the company, it was contended 
that the directors had not acted unreason- 
ily. Harman, J., on the second hearing 
dfirmed the Special Commissioners’ 
decision. 

In the Court of Appeal, the judgments 
(Harman, J., were unanimously affirmed. 
The judgments of Lord Hanworth and 
‘esor, L.J., in the Collier case were again 
tically examined, and although there 
"% some difference of opinion between 
veshed, M.R., and his brethren Jenkins, 
LJ., and Hodson, L.J., on what that of 
Lord, Hanworth amounted to there was 
ttanimity that a mistaken view of the law 
“’ taken by Slessor, L.J. The Court, 
titrefore, found itself authorised by prece- 

s to express its own views, which may 


be summed up as expressed in the judgment 
of Hodson, L.J.: 

It is open to a company in liquidation, 

if it can, to resist a direction on the facts 

and to insist on the Crown proving its case 
in accordance with the directions given 
in Fattorini’s case. To put the matter shortly, 

I think that the words “ available for distri- 

bution” bear their ordinary meaning and 

are not equivalent to “ which ought to be 
distributed.” 

The Court was unanimous that there 
was ample ground for the Special Com- 
missioners’ finding as a finding of fact. 
At the close of his first judgment, Harman, 
J., had referred to the “ undistributed ” 
provisions as a “ dark legislative jungle,” 
and at the end of the present writer’s note 
in the March issue the view was expressed 
that in the circumstances of the case the 
directors had not acted unreasonably in 
not making a distribution prior to that on 
winding up. By coincidence, Jenkins, L.J., 
dealt with this point: 

In applying Section 21 to liquidation 
cases, such as the present case, a feat of 
imagination has to be performed, for it has 
to be assumed that the company could, not- 
withstanding its winding up, distribute as 
dividend (as distinct from return of assets) 
profits earned during the period from the 
end of its last complete financial year down 
to the commencement of the winding-up; 
and .. . it must further be assumed that it 
may be unreasonable not to distribute that 
income or some part of it as dividend not- 
withstanding that the shareholders will, in 
and by virtue of the winding-up, in any case 
receive the whole of the surplus of assets 
over liabilities in the ordinary course of 
liquidation. 

And he continued that, this feat of imagina- 
tion having been performed, the test of 
reasonableness, as the result of Section 31 (4), 
was the same for the final as for any other 
period. 

The Special Commissioners, in fact all 
parties concerned in the case, came in for 
severe criticism from the Master of the Rolls. 
Stressing the need for clear expression in 
findings of fact, he said: 

And I venture to add that if the method 
is adopted of reciting the effect of a witness’s 
evidence, the conclusion on the Special 
Commissioners’ part that the evidence in 
question is accepted “ with a grain of salt,” 
though lively as a form of expression, leaves 
an appellate Court uncertain whether or to 
what extent the evidence should be treated 
as having been rejected. 

As regards Commissioners as such, to 
quote “ Mark Twain,” “ believing what 
they know isn’t true,” it has to be borne in 
mind that an adverse finding in an 
* undistributed ”’ case means that the whole 
of the income of the company for a period 
has to be apportioned to the members, 
involving in many cases an immense 
penalty. The Special Commissioners, as 


finders of fact, play the part of a jury; 
and when the penalty for theft was death 
many a thief went unpunished in conse- 
quence. Slessor, L.J., in the Collier case, 
erred in thinking the law to be more 
reasonable than it actually is. 


ESTATE DUTY 


Shares in company under the control of not more 
than five persons—Method of valuation—Shares 
deemed to pass— Whether assets basis of valuation 
applicable—Finance Act, 1894, Sections 1, 2, 
5, 7(5)—Finance Act, 1940, Sections 50, 55, 
57, 65—Finance Act, 1947, Section 51. 


In Re Hall (Ch. June 30, 1954, T.R. 267) 
raised a point on the construction of Section 
55 of Finance Act, 1940, a Section which 
imposes for certain companies the “ assets 
basis” of share valuation. The deceased 
had been the owner of 2,500 shares of a 
company within the mischief of the Section, 
being more than one-half of the issued share 
capital. In 1942 he had settled 400 of the 
shares on trust for the benefit of his son 
and daughter. Since he died in the follow- 
ing year, the gift was caught by Section 
2(1)(c) of Finance Act, 1894, and the only 
issue in the case was whether the 400 shares 
should be valued for estate duty under 
Section 7(5) of the 1894 Act at their 
‘open market” value or under Section 
55 on an assets valuation. As the former 
was estimated at £22 10s. per share 
and the latter at {92 there was a large 
amount of tax involved. It was admitted 
that the assets basis was applicable to the 
shares vested in the deceased at the time of 
his death but it was contended that this 
was not the case with the 400 shares. 

The liability under Section 2(1) is an 
artificial conception, the initial words being: 

Property passing on the death of the 
deceased shall be deemed to include... 


but the initial words of Section 55(1) are: 


Where for the purposes of estate duty there 
pass on the death of a person 

and the contention for the trustees was that 
the words “ there pass’ meant an actual 
and not a notional passing. Upjohn, J., 
after quoting a passage in the judgment of 
Lord Sauls in Lord Strathcona and Mount 
Royal v.C.1.R. (1929, S.C. 800), which ended 
with the words: 

The property is deemed to pass—that is 
to say, for the purposes of estate duty it shall 
be treated as if it had passed, 

said the words “ there pass ”’ in Section 55(1) 
did not stand alone but were preceded by 
the words “‘ where for the purposes of 
estate duty.” Holding that: 


the natural meaning of the opening language 
of Section 55 is apt and appropriate to include 
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property which actually passes under Section 1 
of Finance Act, 1894, and also property which 
is deemed to be included by virtue of Section 2 


he declared accordingly. 


EXCESS PROFITS TAX 


Company carrying on cinema business—Acquisi- 
tion by purchase of another cinema business— 
Goodwill included in purchase—Standard profit 
of purchasing company increased by standard 
profit of vendor—Claim for increased capital 
allowance by reference to cost of acquisition— 
Finance (No. 2) Act, 1939, Sections 12, 13, 
14, 16, Schedule VII, Part II, paragraph 1. 

In Stratford-on-Avon Picture House 
Co. Ltd. v. C.LR. (Ch. June 1, 1954, T.R. 
249), a point was in issue which, but for the 
repeal of the Excess Profits Tax in 1946, 


would have been of considerable importance. + 


By Section 16(6) of Finance (No. 2) Act, 
1939, as amended by Section 38(3) of Finance 
Act, 1940, where a business was commenced 
before January 1, 1935, and was transferred 
after that date and before April 1, 1939, 
by the person carrying it on to another 
person, the Commissioners of Inland 
Revenue, if satisfied that there was no sub- 
stantial change in the business, could on 
application by the successor treat him for 
the purpose of computing his standard profit 
as if he had carried on the transferred busi- 
ness from its commencement. Nevertheless, 
by Section 38(4) of the 1940 Act, replacing 
a provision in the 1939 Act, which was 
repealed by Section 38(5) : 
the enactments relating to the computation 
of profits and capital for the purposes of excess 
profits tax shall both as regards the standard 
period and any chargeable accounting period 
have effect subject to such modifications, if 
any, as the Commissioners may think just. 
The appellant company had for many 
years carried on the business of cinema 
proprietor in Stratford-on-Avon. In Octo- 
ber, 1936, it acquired three cinemas from 
the Bath Cinema Co. (Leamington), Ltd. 
and took over a contract which the latter 
had to buy a fourth cinema. The appellant 
company had acquired the goodwill but 
did not buy the shares in the Bath company. 
The net result of the transactions was: that 
the appellant company acquired a mono- 
poly of the cinema business in Stratford-on- 
Avon and Leamington at a cost of £141,000, 
which compared with £74,000, the cost of 
the assets which had been transferred. The 
claim under Section 13(3) of the Act was 
for increased capital allowance of 8 per cent. 
upon the difference between these two sums. 
The Special Commissioners had rejected 
the appellant company’s claim and Harman, 
J., whilst differing from them in one respect, 
approved their decision. He said that the 
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claim was that the alteration of the standard 
profits under Section 16(6) had no relation 
back to Section 13(3) but: 

if the trader had already discounted his 

increased assets, so to speak, by adding their 

profits to his standard profits, he cannot 

expect to bring in the price of those same 

assets and ask for 8 per cent. on that as well, 
and he could find no logical basis for the 
difference between £141,000 and £74,000. 
It seemed to him that it was either the 
former or nothing. A second point that the 
difference between the two sums must be 
assessed to represent goodwill and a third 
point, that it represented the value of the 
monopoly that had been acquired which 
was something “‘ acquired otherwise than by 
purchase,” were also decisively rejected. 
The appellant company instead of the 
percentage on increased capital had chosen 
and obtained an increased standard and 
was entitled to nothing further. 

There is no mention in the judgment of 
the changes in Section 16 of the 1939 Act 
made by Section 38 of the Finance Act, 
1940, and it would seem to be open to 
question whether the problem was quite so 


simple as it was made to appear. The cog 
of and therefore the capital represented by 
the four cinemas acquired might have bee, 
either greater or less than their capital valy. 
for Excess Profits Tax purposes in the hand 
of the vendors; and, evidently, in view of the 
possibilities of fictitious transactions, in the 
original 1939 provisions of sub-Section; 
16(3), 16(4) and 16(5), relating to partner. 
ships, amalgamations and divisions of busi. 
nesses whereby the successors were to be 
given profits standards, it was expresly 
provided that no regard was to be had tp 
any consideration for the transfer in com. 
puting capital employed. In the revisiog 
of Section 16 by Section 38 of the 1940 Act 
these prohibitions were repealed and in all 
cases of transferred profit standards the 
capital employed was to be “ subject to 
such modifications, if any, as the Com. 
missioners may think just.” As the matter 
stands, one is left wondering what would 
have been the modifications, if any, had 
the figures been reversed and the capital 
value of the four cinemas been £141,000 
in the hands of the transferors but had been 
sold for £74,000. 
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AIR MAIL EDITION | 


An air mail edition of ACCOUNTANCY is now available for subscribers | 


By obtaining the air mail edition, oversea readers will receive their | 
copies of the journal only a few days after publication at the beginning of 
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The Student’s Tax Columns 


Property Investment Companies 


\PROPERTY INVESTMENT COMPANY WHICH DOES NOT DEAL IN 
property is assessed in the same way as an individual on the 
yet annual value (N.A.V.) under Schedule A and on excess 
rents under Schedule D, Case VI. Should any rents 
receivable be less than the N.A.V., the deficiency can be set 
against excess rents; in any event, the company cannot be 
asessed on more than the N.A.V. where the rent is less. 


Ilustration I House (1) House (2) 
£ £ 


Rent received eee ose sas een 50 
less: Rates paid by company 


Repairs allowance appropriate to rent... 10 


True N.A.V.... os és _ 40 
Assessed N.A.V. ° one 46 


Excess rent... ons oe Deficiency £6 


House (3) (sublet by lessee) 
Rent paid by sub-tenant (excluding rates) 104 
Repairs allowance on rent nee fea 21 


True N.A.V.... ane os nes 83 
Actual N.A.V. a6 Stes 60 


Excess rent... a --» £23 assessed on lessee. 


Lessee pays the company a rent of £50. 
The amounts to be brought in as the company’s income are: 


Excess rent—House (1) ae 
Less: Deficiency—House (2 


N.A.V.—House (1) 
» (2) 
Rent — == = ie whe 

The above houses (1) and (2) were not sublet. 

So far we have been dealing with what are known as 
short leases, i.e. one granted for a period of not more than 
0 years, or one determinable on the death or marriage of 
ay person. The rents payable on long leases (i.e. those 
vhich are outside those mentioned) are treated as annual 
payments and the actual gross rent must be included on 
ihe company’s income. 

Normal changes in investments in property do not 
‘stitute dealing, unless the surrounding circumstances 
‘tow that an adventure in the nature of trade in property 
Sbeing carried on. This is a question of fact, depending 
mall the surrounding circumstances, including the 
purpose for which the company was formed, the number 
ad extent of the transactions, etc. Each case must be 
itcided on its own merits. 

_ltis possible for a company to hold some properties as 
Aestments, while dealing in others; this again is a question 
fact, and somewhat difficult to prove! 


If the company has investments in stocks and shares, the 
gross dividends, etc., must be brought in and any interest 
not taxed at source will be assessed under Cases III-V in 
the usual way. 

Unless the company is engaged in dealing and assessable 
under Case I, the whole of its income is therefore taxed at 
source or assessed under Schedule A, or Cases III-VI of 
Schedule D. Relief must therefore be given for expenses. 
These have to be divided between expenses of ownership 
of the properties, such as repairs, rent collection, etc., and 
expenses of running the company. The former are fit items 
for a maintenance claim, the latter for a management 
expenses claim. 


Illustration II 
A property investment company made the following profits, for 
years ended March 31: 
1953 1954 1953 1954 
£ 


Sundry allowable Rents ... ... 9,000 9,200 
expenses -.» 1,800 Dividends 
Rates te in (gross) ... 1,200 
Directors’ fees... Defence Bonds 
Property repairs ... interest on 
Rent collection... Bank interest ... 25 
Advertising for ten- 
ants eee ees 
Costs of changing 
investments 
Depreciation 


Net profit ... s+» 4,835 


£10,255 £10,632 £10,255 £10,632 


The assessments, etc., are shown in the computations which follow. 
The management expenses claim for 1953-54 would be as follows: 


Tax 

MOALVE. ace in can w+» £5,200 

Excess rents, less deficiency s+ 1,450 
Rents less than N.A.V. and not 

included above ... ve ve 450 

Ground rents od eos wide 200 

7,300 

Dividends ... on a ——— 

Case III assessment on bank interest 25 


8,725 @ 9/- 


Ex : 
Seater ie ase «.+£2,000 
N.A.V. of premises used 
as offices pee ——_ | 
Directors’ fees... +++ 1,500 
Repayment on ... ... £3,600 3,600 @ 9/- = 1,620 0 o* 


Tax suffered on “ wes 5p E25 £2,306 5 0 


* If the Case III tax has not been paid, it will be deducted from 
this amount. 
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To have the right to make a management expenses 
claim, the company must be one whose business consists 
mainly in the making of investments and the principal part 
of its income must be derived therefrom. If it is a dealing 
company assessed under Case I, its profits are computed in 
the usual way; if there is a loss, it goes forward against 
future assessments and interest and dividends on invest- 
ments, which are trading profits only excluded from 
assessment because of tax being deducted at source (it will 
be noted that such a loss cannot be set against income from 
property). Should a Section 341 claim be made, only the 
loss not relieved under that Section can go forward. 

In the second illustration, there would be available in 
the maintenance claim (to be made on the usual five years’ 


average) the property repairs, rent collection and «dvertising 


Readers’ Points and Queries 


Computation of Excess Rents 


Reader’s Point.—I was interested in the 
Reader’s Query and Reply in your Septem- 
ber issue (page 356), as I have recently dealt 
with a case where the question raised was 
under consideration. I was informed by the 
Inspector of Taxes that the official view is 
that discounts for prompt payment under 
Section 8 of the Rating and Valuation Act, 
1925, should be deducted, but that the 
deduction described as an owner’s allow- 
ance under Section 11 of the Rating and 
Valuation Act, 1925, should not be deduc- 
ted. The owner’s allowance is, of course, 
given in consideration of the owner agreeing 
to pay rates on properties let on weekly 
tenancies regardless whether the property 
is occupied or not. 

I did not challenge this as the only 
allowance I was considering was under 
Section 11. 


Balancing Charges 

Reader’s Point—With reference to the 
Taxation Note on page 349 of your 
September issue, we recently approached 
the Inspector of Taxes for confirmation 
that no balancing charges arose as the case 
John Barr (Henry and Galt) did not apply but 
were informed that on February 24 last 
leave was given to the Inland Revenue to 
appeal to the House of Lords against the 
Court of Appeal decision in Kirkness v. 
John Hudson & Co. Lid. It seems, therefore, 
that determination of any liability must still 
remain in abeyance. 
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Back Duty—Source of Capital 
Undisclosed 


Reader’s Query.—I do not normally see 
any reason to take issue with the replies 
you give under the heading of “‘ Readers’ 
Points and Queries,” but I think your 
answer in the August issue, page 316, may 
not altogether be correct. 

It is arguable, I think, to what extent 
an assessment of “ gratuities and per- 
quisites ” can be made in the first instance 
in the absence of any evidence of trading 
whatsoever. 

The position would obviously be different 
for a person who admittedly has a business. 
and in respect of whom a capital computa- 
tion discloses deficiencies as to sources. 
In this case, however, there have apparently 
never been assessments on earned income, 
whether Schedule D or Schedule E ; and 
gratuities must surely normally relate to a 
disclosed business, occupation or employ- 
ment. I doubt if the receipt of “ gratuities 
and perquisities ” in itself without a basic 
source of income could legitimately be 
assessed. 

I agree that the Commissioners may form 
their own conclusions, but if the thought 
which has doubtless occurred to you as well 
as to myself is in fact the truth in this case, 
then I doubt whether the moneys received 
are assessable : they would appear to be in 
the nature of gifts. The onus of proof may be 
displaced by the taxpayer if it is shown 
that the Inspector’s assessment of £1,000 
is made without any relevance to any 
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Shove Ha’penny 


Sirn,—The subpended letter from th 
Ministry of Food addressed to some client 
of mine may be of interest to your readen, 

My clients wonder whether a letter i 
similar form would have been addressed 
them had they claimed £44 10s. 7d. insteat 
of the amount of £44 10s. 6}d. due 
strict mathematical calculation. 

Yours faithfully, 
H. W. Pop te, F.s.A 

Liverpool, 

September 7, 1954. 


MINISTRY OF FOOD— 
WELFARE FOODS SERVICE 
Dear Sir, 

On your claim for the accounting peri 
ended August 28, 1954, an arithmetical em 
appears to have been made as follows: 

1,943 pints equals 242 gallons 7 pints 4 


gs. 8d. £44 10s. 7d.  Correction—wigg’ '5°5: 
£44 10s. 6d. as you have stated. » 116-8) 
In order to avoid delay in settlement of youggmom 166 
claim, a correction has been made in this offce0ld min, 
and I shall be glad if you will return this fom 
and indicate below that you agree to 
amended figure for your claim. 
Yours faithfully, te Sep 
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rising FINANCE 
uld be . ° 
The Month in the City 
{ 
4.032 
oa Minor Fluctuations opened, appropriately enough, by the offer 
4832 by Vickers of £6 million of unsecured loan 


THE SLIGHT DECLINE WHICH BEGAN IN THE 
30M middle of August had before the end of the 
month given way to a rally in industrial 
equities which carried the index to a new 
high of 171°9. But modest daily changes 
in all types of fixed interest securities failed 
i) restore them to the temporary peaks 
of the first half of August. In early Septem- 
ber there were some sharp increases in 
business and some very substantial rises in 
individual shares, but a drop of a half 
point in the equity index was not made 
god and other sections showed little 
change, while gold mines tended to sag 
aier the sharp rally of August. By and 
large, what weakness was showing itself 
ould mainly be ascribed to two main 
causes—the emergence of a_ substantial 
demand for new capital and the decision 
ofa number of investors that the time had 
come to limit their overall commitments, 
ot possibly even to reduce them. On some 
days there was really heavy selling, but it 
was mostly absorbed without putting any 
udue strain on jobbers or causing more 
than a very modest fall in quotations. A 
pause of this kind is usually accompanied 
bya considerable decline in quotations and 


ons and 
yurce 0 


indicates 


OF Bit could be argued that the absence of any 
____ ral fall on this occasion is evidence of 

underlying strength. Apart from the 

ther poorer showing of the August 
om tha gures of overseas trade—even allowing for 
e cliensmesonal factors—and the rise in retail 
readengpnices after a long period of virtual stability, 
letter iagmtere is little to indicate that the outlook 
‘essed wa industry is other than “ set-fair”’ for 
_ insteal™me months to come at least. This is not to 


firm that security prices will necessarily 
ontinue to rise—whether they do will 
iepend in large measure on the volume 
fnew issues—but it looks as though there 
ill be no general fall, while particular 
sults may be of a character to suggest 
idividual rises and there will doubtless 
% opportunities for the discriminating 
vester in Ordinary shares. The position 
0 date is reflected in the following changes 
the indices, compiled by the Financial 
mes, between August 17 and September 20: 
Wernment securities down from 105°59 


due by 


, FSAJ 


ints 
cae © 105°54; fixed interest up from 116°59 
® 116-81; industrial Ordinary shares up 
it of you 166-9 to 170-4 after touching 171-9; 
rae ld mines down from 98-58 to 95:70. 
orn 


Active New Issues 
the September slice of new issues was 


stock carrying 4 per cent. and issued at 
98}. The maximum life of this stock is 
25 years and it is for the moment a first 
charge on profits after a modest amount of 
debentures. In these circumstances there 
was a rush for it. The issue was covered 
some 24 times and in the first day’s dealings 
a premium of 2 points was touched but not 
maintained. Meanwhile, on the day of the 
closing of the lists for the Vickers issue 
two others were announced, namely, one of 
effectively £4 million for the London market 
of East Africa High Commission 4 per cent. 
stock, 1973-76, at par, and an offer to all 
classes of stock and share holder in Jmperial 
Tobacco of £20 million of unsecured stock 
on terms identical with those of the Vickers 
offer to their shareholders, except that the 
dates were 1975-80. Although the former 
seemed rather near the bone, the lists 
closed after the traditional five minutes 
and in due course it became known that 
the basis of allotment was around 50 per 
cent., but applications up to £4,000 were 
satisfied in full. ‘There is further evidence 
of activity in the announcement of the 
raising of substantial capital for more 
than one gold mining group and there 
are still some of the old favourites on 
the waiting list. It seems improbable 
that municipal borrowing will add much 
to the list in the near future, since the 


promised easing of: the terms attached to: 


borrowing through the Public Works Loan 
Board procedure was made effective during 
the month. 


More Bank Adjustments 
The process of adjusting the nominal 
capital of banks to changed conditions has 
been carried two steps nearer completion 
by announcements by Barclays (D.C. and O.) 
and by the Scottish “Three Banks” 
group. The outline of the latter had been 
announced. In detail, the Royal Bank of 
Scotland propose a two for five free scrip 
issue, amounting to {1-7 million, being 
enabled to do so by free scrip issues made 
to the parent bank by the two affiliated 
banks, Glyn Mills and William Deacons. 
Further, the reduction in the published 
reserves, caused by the Royal scrip issue, 
is to be more than made good by a transfer 
from concealed reserves which will raise 
the total capital and published reserves 
to £11 million. The Barclays’ operation 
is both news and more involved, although 


the outcome is simple enough. Barclays 
D.C. and O. are controlled by Barclays 
Bank through a holding of “ B” shares of 
£5 on which £2 is paid-up. The uncalled 
capital is to be paid up by the parent, 
together with a premium, based on the 
current market price of the “A” shares 
into which the other class is to be converted. 
This will give D.C. and O. £3,375,000, 
of which £3 million will be used to augment 
the capital of a subsidiary, the Development 
Corporation, which will use the money to 
repay a debt of that amount to its grand- 
parent, Barclays Bank. The last-named 
will surrender special voting rights but 
will have effective control as they already 
own some third of the “A” shares. It 
will substitute for a loan to the Develop- 
ment Corporation an investment in_ its 
direct subsidiary and the capital structure of 
that company and its offspring will be 
greatly improved, as will the ability of the 
last to raise money from the public: a 
very considerable result from a net transfer, 
through selected channels, of £375,000 
from a bank to its subsidiary. 


U.D.T. Triumphant 

At long last the Chancellor of the Exchequer 
has decided that, in proper cases, additional 
finance may be provided for hire purchase 
and similar companies by the Capital 
Issues Committee. The first concern to 
benefit from this relaxation has been, very 
properly, the United Dominions Trust which 
has been struggling for years past to obtain 
powers to issue fresh capital. Perhaps this 
step will stimulate the sale by this means of 
industrial machinery which, up to end- 
August, had failed to respond to earlier 
relaxations. However that may be, U.D.T. 
propose to issue forthwith to shareholders 
500,000 £1 Ordinary shares at gos. each 
at the rate of one new share for every £2 
of stock held. Later, but at an unspecified 
date or dates, £2-5 million is to be distributed 
from reserves as free scrip issues of both 
Ordinary and new Preference shares. This 
is subject to Treasury consent. It now 
seems that, with power to raise fresh money, 
the U.D.T. board will be rather less 
conservative with their dividend distribu- 
tions. At least, when the Preference scrip 
is issued, that dividend will have to be met. 
It also seems that the payment will be at 
least maintained on the capital as increased 
by the issue for cash. 


. 


A large increase in sales at home and abroad 
has made it necessary for Powers-Samas Accounting 
Machines, Ltd., to expand production. The 
company is negotiating to take over factory 
space from Vickers-Armstrong, Lid. Powers-Samas 
Developments, Ltd., a wholly-owned subsidiary, 
is to concentrate on the application of punched 
card methods to production control in industry. 
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Points From Published Accounts 


Telling the Story Effectively 

IN ADDITION TO PRESENTING THE ACCOUNTS 
in the manner that is necessary if they are to 
receive the auditors’ blessing, Sir 7. L. 
Hulett and Sons compiles them in a narrative 
form which will assuredly receive the 
shareholders’ blessing. They will observe, 
‘by no means incidentally, that £112,657, 
against £101,247, has been set aside as an 
additional amount towards the increased 
cost of replacement of fixed assets. In the 
narrative form the first sentence describes 
the company’s business, and the second 
reads as follows: 

After charging manufacturing and admin- 
istration expenses, and making provision for 
depreciation of its plant and other fixed assets 
based on estimated costs of replacement at 
April 30, 1954, the company has made a 
trading profit of £783,891. 

We quote the additional amounts above, 
because they suggest that the company is in 
fact making a very precise estimate of its 
replacement liabilities. 

The narrative is a really masterly piece of 
work. For instance, after saying what the 
issued capital is, shareholders are told how 
the ‘‘ company’s capital funds have been 
increased from time to time in various ways,” 
until the picture is completed. Space does 
not permit reproducing the narrative in full, 
but some of the statements in it of interest 
to shareholders are worth mentioning : 

1. ...the dividend reserve fund—the 
special fund created some years back for the 
maintenance of dividends in poor years or in 
years when necessary capital expenditure has 
depleted working capital resources to such 
an extent that the recommendation of a rate 
of ordinary dividend appropriate to the 
trading results would be otherwise impossible. 
This fund, as in the previous year, stands 
oer 

2. To make sure that there would be 
sufficient liquid funds available to meet the 
cost of the first post-war expansion scheme, 
the company in 1949 borrowed money at 
4} per cent. by issuing Loan stock, of which 
there is outstanding an amount of.. . 
Having detailed the capital funds it is 

stated that these are represented by assets, 
and: 

in the first place a certain amount of 

capital is used in the financing of day-to-day 

operations, that is to say, in buying cane for 
manufacturing into sugar, in the payment of 
salaries and wages, the purchasing of stores 
and the settlement of manufacturing and 
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administration expenses. This part of the 
company’s capital is continuously in circula- 
tion, but at the date of the balance sheet it 
‘was made up:—(then follow details of the 
current assets). 


The creditors are described as being “* for 
stores, etc., purchased during the month of 
April and for various other amounts due at 
the end of the financial year and only 
payable subsequently.” 

Enough has been said to demonstrate how 
really useful this type of presentation will be 
for many shareholders. To cap it all the 
chairman’s accompanying speech is inter- 
spersed with coloured pictures of the mills, 
cane in transit, and so on, with a five-year 
statistical review showing the total sugar 
tonnage manufacture of South Africa, the 
tonnage manufactured by the company, 
earnings, dividends, capital employed, net 
assets per share, etc. Shareholders should 
be very grateful indeed for the Board’s 
enterprise in producing such a fine annual 
statement. 


A “Sources and Uses ” Statement— 


George Cohen continues to keep up the high 
standard of its annual reports. Particularly 
useful to shareholders is a seven-year table 
of supplementary information. This gives 
figures for turnover; payments for goods and 
services; wages and salaries; and expresses 
the net profit before tax as a percentage of 
turnover. The gross dividends are also 
expressed as a percentage of turnover, and 
the Ordinary dividend as a percentage of 
capital employed. These figures may not 
get shareholders much further, since a 
company with the great bulk of its fixed 
assets and plant built at post-war cost would 
naturally show a much lower return on 
capital employed than one whose fixed 
assets were mainly old and had conse- 
quently been written down heavily. In fact, 
percentages on capital employed can be a 
most misleading yardstick for comparing the 
efficiencies of different undertakings. Of 
particular interest to the writer are the two 


tables summarising the sources and uses of 


funds in the past financial year and since the 
group became public in 1947. These tables, 
regularly compiled, are no doubt of value 
also to the Board, and since there may be 
interest in their contents we reproduce that 
showing the changes since 1947. It is a 
graphic commentary on the increased 
capital needs of industry since 1947. 


This is what has happened sinc. 

became public in 1947, to Mar eel 

NET NEW FUNDS: 

Increase in capital (in- < £ 
cluding premiums) _... 571,000 a profit 


Trading profits +++ 7:392,000 
Less: £ ae 
Taxation 4,796,000 
Net dividends 787,000 
Other appro- 
priations 165,000 
5,748,000 


1,644,000 


Profits on sales of fixed assets end 
sundry profits Sch 


eee 2 
Post-war E.P.T. refund io 
£2,4.40,000 
APPLIED AS FOLLOWS: 
Extensions to, and pur- & 
chases of, buildings, 
plant and vehicles ... 2.808,000 
Less: Provided out of 
depreciation... - 1,220,000 
1,588, 
* Additional eign as 
capital a ‘ 852,000 
£2.4.40,000 
———— Bava 
* ADDITIONAL WORKING CAPITAL: fd Si 
£  Fborrie. 
Increase in stocks - 1,613,000 Jordan 
Increase in debtors - 1,321,000 
Increase in cash and in- The : 
vestments 7,000 does no 


publish 
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Vitamins has a tiny but extremely cle: 
block diagram headed “ Finance 1946-54." 
the first block showing the money requir 
and the second the money found. Both have 
the same total, of course, the first showing 
fixed assets, increases in debtors, and stock 
and the second depreciation reserve, not 
and share issues, increase in creditors, tal 
reserve certificates, bank balance an 
E.P.T. refund. The accounts—and this i 
the highlight—include the figures for th 
two preceding years on differently tinte 
backgrounds, and very clear they are, 10. 


The Full Asset Story 


Edgar Allen is another company which li 
received splendid co-operation from it 
printers. The highlight here, perhaps, is 
table showing the disposition of the fixe 
assets. There are six columns in th 
altogether, five for the different type ° 
fixed assets and one for the totals. Com 
mencing with the balance at the previo 
year-end there is added on depreciatit 
and additions during the ensuing finan 
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Sroup 
BT, 1954 
£ 


571,000 


year; then disposals at cost or valuation are 
jeducted and the accumulated depreciation 
and the provision made out of the latest 
profits are shown, from their total being 
deducted the depreciation provided on 
,sets disposed of during the period. By no 
means all companies reveal information 
ofthe gross additions to, and gross proceeds 
fsales of, fixed assets. In the statement of 
apital reserves Edgar Allen makes an 
“adjustment in respect of assets disposed of 


during the period,” deducting this from the 
*surplus on revaluation and realisation of 
fixed assets.” 


Informative Statistics 


Beecham Group gives separately details of 
home and export and overseas profits, after 
charging depreciation. But there are so 
many interesting statistics given that it 
would be misleading to extract a few of 
them. Instead, the reader who wishes to 


Publications 


PRIVATE COMPANIES—their Management 
ad Statutory Obligations. By Stanley 
forrie. Seventh Edition. Pp. xm + 220. 
| fordan and Sons, Ltd. Price 12s. 6d. net.) 


The seventh edition of Mr. Barrie’s book 
does not differ much from the sixth edition 
published in 1949. It fully maintains the 
high standard set by the earlier editions and 
provides a succinct and interesting review of 
the law and practice relating to private 
companies, supplemented by a very full and 
ficient index. 

The first chapter, which is mainly con- 
med with the restrictions and privileges 
of a private company, also sets out the 
uvantages obtainable by converting a 
business into a private company. One of 
the advantages mentioned is that a private 
company has greater scope than a sole 
rader or partnership for raising additional 
working capital. This greater scope is not 
ways apparent in practice, as those who 
have sought to obtain additional capital for 
p private company have found from 
sperience. No reference is made to the 
i™™ncidence of taxation: this might well prove 
“mm deterrent to conversion in particular 
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y tintelgcrcumstances. If the company is to be 
re, too. @rector-controlled and the business is 

ming substantial profits, the incidence of 

‘ profits tax distribution charge should not 
nich hae overlooked. Moreover, there is always 
oo Ol in the background, where there is a control- 
os, ist Hg shareholder, Sections 55 and 46 of the 
he fit 2nce Act, 1940, although the harshness 


Section 55 will be mitigated to some 
“tent by the Finance Act, 1954. Despite 
te advantages of limited liability and 
ontinuity of the business, careful considera- 
Hon of many circumstances is thus necessary 
“ore one should advise conversion of a 
msiness to 2 private company. 


Other chapters deal with the preliminar- 
ies to incorporation; members and their 
shares; share capital and its alteration; 
dividends; directors; other officers of 
the company; conduct of the business 
of a company; borrowing; meetings; 
annual return; accounts and audit; and 
guarantee companies. The book concludes 
with a very useful table of documents to be 
filed from time to time with the Registrar of 
Companies, giving the appropriate form 
number, stating when to be lodged, the 
penalty on default and a reference to the 
appropriate Section of the Companies Act, 
1948. 
All those who are concerned in any way 
with the affairs and management of a 
private company will find Mr. Borrie’s 
book an invaluable aid. J. D. R. J. 


PALMER’S EXAMINATION NOTE BOOK. Ninth 
Edition. By Alfred Palmer, A.s.A.A., F.C.C.S., 
M.I.A. Pp. 204 and interleaves. (Gee and 
Company (Publishers), Ltd., London. Price 
155. net.) 

This work has proved its worth over 
14 years and through nine editions. It is 
frankly described as an ‘‘ examination aid ” 
and, intelligently used as one, can consider- 
ably assist the student towards success in 
his accountancy or secretarial examinations. 
Succinct notes set out the framework of 
sixteen main subjects, from Auditing to 
Statistical Methods, under sub-heads which 
make it easy to revise and “‘ recap.” Blank 
pages are interleaved for the student’s own 
notes. The author has had extensive experi- 
ence in coaching and lecturing and not only 
knows, and here displays, the basic informa- 
tion which the student requires to pass his 


have one of the best examples of what can 
be achieved in the way of informativeness is 
invited to write to the secretary of the 
company (we hope he will not mind!) 
asking for a copy of the report and accounts. 
It will have been gathered that the 
writer has had real pleasure in compiling 
his notes this month, so marked has been 
the improvement in the standard of 
presentation of a number of reports and 
accounts passing through his hands. 


examinations, but also abbreviates it in a 
way best calculated to help in memorising. 
<— 4S 


(In the “ Man and 
Society’’ Series.) By A. Johnson, 
B.SC.(ECON.). Pp. vii + 144. (Frederick 
Muller, Ltd., London. Price 8s. 6d. net.) 
One’s main impression on reading this 
book is that its author was, so to speak, 
lying on a Procrustean bed when he wrote 
it. How can anyone “ explain the basic 
principles of economic theory ” (to quote 
the dust cover) to the layman in just over 
140 pages? Mr. Johnson is not to blame for 
having failed to provide the complete 
explanation of economic theory, but he is 
not free from blame for having made his 
Procrustean bed even more uncomfortable 
than it need have been. He devotes more 
than a third of his space to topics which only 
doubtfully come within the description 
** economic theory,” or which, at the least, 
have less right to come within it than other 
essential topics. He gives us nothing on 
distribution theory—on wages, interest, 
profits, rent—and barely a mention of the 
Keynesian system, but 35 pages on capital 
and banking. His reading lists at the end 
of each short chapter are too elaborate for 
the text of the chapters themselves—in such 
a brief exposition he could not possibly 
stimulate the reader to tackle the literature 
indicated. More valuable space is spent on 
setting out questions for discussion and, 
again, the reader can hardly hope to be 
adequately equipped to discuss these ques- 
tions from the author’s explanation. All 
this is a pity, for the style is free flowing, 
Mr. Johnson has a knack of coming out with 
the homely illustration and the everyday 
application, and he is clearly at ease with 
his subject. Perhaps in his next book he 
will be both more modest in his aims and 
more complete in his fulfilment of them. 
L. Tt. 
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Legal 


Notes 


Contract and Tort—Damages for Breach of 
London Building Acts. 

In Solomons v. R. Gertzenstein, Ltd., 
[1954], 3 W.L.R. 317, a building in Soho 
had been let to a number of tenants, but the 
landlords retained control of the staircases 
and passages. The landlords had mortgaged 
the building and the rents were collected by 
a receiver appointed by the mortgagees. 
There was a trap-door on to the roof of the 
building but the ladder was not in position; 
consequently when a fire broke out, S., who 
was trapped on the top floor, had to make 
his escape through a window and suffered 
injuries in so doing. 

S. claimed damages against the landlords 
and against the receiver on the ground that 
there had been a breach of Section 133(2) 
of the London Building Acts (Amendment) 
Act, 1939, which provides that “ all means 
of escape in case of fire . . . provided in 
pursuance of Part V of this Act or otherwise 
shall be kept and maintained in good 
condition and repair and in efficient working 
order by the owner of the building.” In the 
Court of first instance S. succeeded against 
both defendants and the receiver appealed. 
The Court of Appeal allowed his appeal on 
the ground that, although the receiver as 
agent was within the definition of ‘‘ owner ” 
in certain parts of the London Building 
Acts he was not the “owner” for the 
purposes of Section 133(2). They also held 
that on the facts he was not in breach of that 
sub-Section. 

The Court, however, held by a majority 
that an action for damages would be against 
a person who failed to take the fire 
precautions laid down by the London 
Building Acts. 


Executorship Law and Trusts—Compromises. 

In Re Lord Hylton’s Settlement 
[1954], 1 W.L.R. 1055, the tenant for life 
under a settlement had appointed the whole 
of the trust fund to his eldest son. The 
question arose whether he had power under 
the settlement to make this appointment or 
whether his power was limited to making 
advancements in the strict sense. The 
Court of first instance held that upon a true 
construction of the settlement deed his 
power was limited to making advancements, 
but before the appeal from that decision 
was heard the parties agreed to a com- 
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promise. The effect of the compromise 
would be to effect a considerable saving in 
death duties if the tenant for life survived 
for five years; but as there was a genuine 
doubt about the meaning of the settlement 
deed the Court of Appeal held that the case 
could be distinguished from Chapman v. 
Chapman [1954] 2 W.L.R. 723, and they 
approved the compromise. 


Insolvencyp—Proof of Debt in Winding-up of 
Dissolved Foreign Company. 

It might have been thought that the 
affairs of Russian banks which were 
dissolved in 1917 would by now have ceased 
to trouble the Courts, but yet another case 
has just been reported, in Re Banque des 
Marchandsde Moscou (Koupetschesky) 
(No. 2) [1954] 1 W.L.R. 1108. This bank is 
being wound up in England and a proof was 
submitted by a claimant who contended that 
he had a credit account with the bank in 
Russia and that on December 16, 1917, 
the bank gave him two documents 
authorising him to draw £12,000 from an 
English bank with which the Russian bank 
had a credit account. The proof was 
rejected by the liquidor and the claimant’s 
personal representative appealed to the 
Court. 

Roxburgh, J., upheld the decision of the 
liquidator on three grounds 

(a) the transaction was illegal under the 
system of exchange control then established 
in Russia; 

(6) by December 17, 1917, the Russian 
bank had already been dissolved; 

(c) the Russian bank resided only in 
Russia and the debt was situated in Russia; 
it was not possible to prove for such a debt 
under Section 261 of the Companies Act, 
1929 (which has now been replaced by 
Section 316 of the 1948 Act). 


Insolvency—Validity of Bankruptcy Notice. 

In Re a Debtor [1954] 1 W.L.R. 1190, 
the Court of Appeal reversed the decision 
of the Divisional Court in Re a Debtor 
[1954] 1 W.L.R. 393, which was noted in 
Accountancy for April, 1954 (page 157). 
In March, 1953, S. was given judgment for 
£200 and costs against the debtor and in 
April of that year she issued a bankruptcy 
notice based on the £200 alone. The time 


for complying with the bankruptcy notig 
was extended until July 3, 1955. but at th 
date *the money had not been paid. 9, 
July 17, 1953, the costs were taxed at Lo 
and on July 28, 1953. S. presented 
bankruptcy petition. At this time an appe, 
against the judgment was pending and jy 
October, 1953, this was heard. Th 
damages were reduced to £25 but S.’s righ 
to have her costs in the Court below wa 
undisturbed, though the debtor was entitled 
to set off half his costs (a sum of about £60) 
in the Court of Appeal. The petition ya 
restored for hearing and the Registrar madg 
a receiving order which the Division 
Court held to be valid. 

The Court of Appeal held that th 
provisions of Section 4(1) and Section 5/2) 
of the Bankruptcy Act, 1914, had bee 
satisfied, for both at the date of the petition 
and at the date of the hearing there was; 
liquidated debt of more than £50. Buti 
was also a common law principle gf 
bankruptcy that the petitioning credit 
must establish that the debt on which th¢ 
petition was founded was a debt of mo 
than £50 payable and available to th¢ 
petitioning creditor at the date of the act ¢ 
bankruptcy. Now on July 3, when the acta 
bankruptcy was alleged to have occurred 
the only debt presently payable was th¢ 
damages which must be treated as being {35 
only. The costs had not yet been taxed and 
could not be considered as a liquidated sum 
on that date. There was therefore m 
available act of bankruptcy and _ the 
receiving order was set aside. 


Insolvency—Water Rates not a_ Preferential 
Debt. 

In Re Baker [1954] 3 W.-L.R. 11 
Danckwerts, J., held that a rate payable toa 
water company in respect of the supply a 
water to an occupier is not a “ parochial 
or other local rate ’” within the meaning dj 
Section 33 of the Bankruptcy Act, 1914, and 
was therefore not a preferential debt in 
bankruptcy. 


at 6.15 p 
Manchest 
by Mr. 


Miscellaneous—Promissory Notes and 
Purchase Agreements. 

The Judge of the Mayor’s and City 0 
London Court has recently decided a 
important point of hire-purchase law a ca 
between United Dominions Trust (Com 
mercial) Limited and Bycroft. B had 
entered into an agreement with M Ltd. fo 
the hire-purchase of a refrigerator and # 
the same time signed a promissory note # 
collateral security for the due payment? 
the instalments. A dispute arose betwee 
M Ltd. and B, who refused to pay the lat 
few instalments. Meanwhile M Ltd. 
sold the promissory note for value t the 
plaintiffs, who sued B on the note. The hit 
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purchase price was less than £100 and the 
iansaction was accordingly governed by the 
Hire Purchase Act, 1938. By Section 4 (1) 
ofthat Act a hirer on returning the goods 
ad paying up to half the total price can 


N appediillerminate the agreement, and by Section 
y and im; (1) “any provision in any agreement 
1. MB yhereby the hirer, after the determination 
5.’ righiNof the hire-purchase agreement or the 
low wag ailment in any manner whatsoever, is sub- 
 entitledflect to a liability which exceeds the liability 
Dut {Golo which he would have been subject if the 
tion waglageement had been determined by him 


MM der this Act shall be void.” The judge 
held that if the promissory note was valid 
the hirer might have been subject to a 
liability exceeding the liability authorised 
by the Act and consequently the note was 
wid between the hirer and M Ltd. Further, 
athough the plaintiffs had taken the note 
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in good faith and for value, they had known 
at the time of the terms of the hire-purchase 
agreement; consequently they had notice of 
the defect in the note and were unable to 
sue upon it. 


Miscellaneous — Meaning of ‘ Gainfully 
Occupied ” in National Insurance Acts. 

The case of Vandyk v. Minister of 
Pensions and National Insurance [ 1954] 
3 W.L.R. 342, turned on the meaning of 
** gainfully employed ” in Section 1(2) of 
the National Insurance Act, 1946, which 
provides that: 


for the purposes of this Act, insured 
persons shall be divided into the following 
three classes (2) employed persons, that is 
to say, persons gainfully occupied in 
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ferential Accountants’ Hall, W.C.2, at 6 p.m. 
October 1.—Birmingham: “ Problems in Com- Luton: “Cost Accounts,” by Mr. K. S. 
_ 114g Pany Accounts,” by Mr. R. Glynne Williams, Carmichael, a.c.a. Students’ meeting. George 
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bt in Mrsa.a. Students’ meeting. Church Institute, W. W. Stanley, a.s.a.a. Students’ meeting. 


at 6.15 p.m. 

Manchester: “* The Elements of English Law,” 
by Mr. J. Stewart Oakes, Barrister-at-Law. 
Students’ meeting. Incorporated Accountants’ 
Hall, go Deansgate, at 6 p.m. 

October 2.—ILeeds: “ An Outline of Costing 
Methods,” by Mr. E. F. Potter, a.c.w.a. 
Students’ revision class. 2 Basinghall Square, 
att a.m. 

Liverpoo! : “ Schedule D Assessments on Partner- 
ships,” by Mr. D. Haxton, H.M. Inspector of 
Taxes. For intermediate students. Incorporated 
Accountants’ Hall, 25 Fenwick Street, 2, at 
10.0 a.m. 

Setoher 4. -Bournemouth : “* Taxation,”’ by Mr. 
-Glynne Williams, F.C.A., F.T.1.1. St. Peter’s 
Hall, Hinton Road, at 6.30 p.m. 

Bradford: “ Profits Tax,” by Mr. L. A. Hall, 


1. had 

to the a AS.A.A. Liberal Club, Bank Street, at 
, 30 p.m. 

e hire 


Lindon :  Ble-tronic Accounting,” by Mr. T. R. 


Monmouthshire and South Wales Building 
Society, Dock Street, at 6.30 p.m. 

Southampton: “‘ Taxation,” by Mr. R. Glynne 
Williams, F.c.A., F.T.1.1. Polygon Hotel, at 
6.30 p.m. 

Swansea: District Society annual general 
meeting at 6.30 p.m. “ The Universities and 
the Professions,” by Principal J. S. Fulton, m.a., 
Vice-Chancellor of the University of Wales, at 
7 p.m. Guildhall. 

October 6.—Belfast: “‘ Executorships,” by 
Mr. P. E. Harris. Library, 13 Donegall Square, 


West, at 7 p.m. 

Hull: Luncheon Meeting. Regal Room, 
Ferensway, at I p.m. : 
Portsmouth: “‘ Taxation,’”” by Mr. R. Glynne 
Williams, F.c.A., F.T.1.1. Central Library, at 
6.30 p.m. 

October 7.—Dublin: Lecture by Mr. P. E. 


Harris, A.s.A.A. Jury’s Hotel, Dame Street, at 
6.15 p.m. 


employment in Great Britain, being 

employed under a contract of service. . . . 
V., who was seriously incapacitated by 
paralysis, obtained an appointment as a 
research assistant. In order to get to his 
work he could not use public transport but 
had to travel in his own car which had been 
structurally adapted. The Court assumed 
(there was some dispute over the facts) that 
his travelling expenses and the wages of a 
driver-attendant came to more than the 
salary but decided that nevertheless V. was 
“ gainfully employed.” That expression did 
not mean that the occupation resulted in a 
profit: one only had to look at the contract 
of service providing for the emoluments 
which the servant was to receive from the 
master and see whether gain to the servant 
was provided. 


London: ** The Incorporated Accountant and 
the Accountancy Profession,” by Mr. J. A. 
Allen, F.s.A.A. Lecture for new members of the 
Students’ Society. Incorporated Accountants’ 
Hall, W.C.2, at 5.30 p.m. 

October 8.—Birmingham: “ Public Speaking,” 
by Mr. W. Munton, F.t.c.m. Law Library, 
Temple Street, at 6.15 p.m. 

Brighton: _ “‘ Partnership Accounts,” by Mr. 
L. J. Northcott, r.c.a. Royal Pavilion Hotel, 
at 5 p.m. 

Cambridge: “‘ Income Tax—Schedule A,” by 
Mr. J. W. Walkden, A.c.a., A.s.A.A. Shire Hall, 
at 7 p.m. : 

Luton: Students’ dance. Leicester Arms Hotel. 
Manchester: ‘“‘ The Elements of English Law,” 
by Mr. J. Stewart Oakes, Barrister-at-Law. 
Students’ meeting. Incorporated Accountants’ 
Hall, 90 Deansgate, at 6 p.m. 

Sheffield: “ Finance Act, 1954,” by Mr. J. S. 
Heaton, F.s.a.a. Grand Hotel, at 6.30 p.m. 
October 9.—leeds: “Systems of Internal 
Check,” by Mr. J. A. Shires, a.s.a.a. Students’ 
meeting. 2 Basinghall Square, 1, at 11 a.m. 
Liverpool: ** Elements of English Law,” by Mr. 
J. Newton, Barrister-at-Law. For intermediate 
students. Incorporated Accountants’ Hall, 25 
Fenwick Street, 2, at 10.30 a.m. 

October 12.—Dudley: “* Schedule D, Cases I 
and II Computations,” by Mr. W. H. Sutton. 
Dudley and Staffordshire Technical College, 
The Broadway, at 7 p.m. 

Liverpool: Lecture by Mr. H. A. R. J. Wilson, 
F.C.A., F.S.A.A. Incorporated Accountants’ Hall, 
at 5.45 p-m. 

London: Luncheon Club meeting. Speaker: 
Major-General Sir Edward L. Spears, K.B.£., 
c.B., M.c. Connaught Rooms, at 12.45 p.m. 
Luton: Visit to the Skefko Ball Bearing Com- 
pany, for students. 

Newcastle upon Tyne: “* Schedule D, Case I,” by 
Mr. F. Stuart, A.s.A.A. The Library, 52 Grainger 
Street, at 6.15 p.m. 
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October 13.—London: ** The Pure and Applied 
Theory of Accounting,”’ by Professor F. Sewell 
Bray. Stamp-Martin Chair lecture for students. 
Incorporated Accountants’ Hall, W.C.2, at 6 


p.m. 
London: Meeting of the taxation group. Incor- 
porated Accountants’ Hall, W.C.2, at 6 p.m. 
Swansea: ‘* Consolidated Accounts,” by Mr. 
A. E. Langton, F.c.A., F.S.A.A. Students’ 
meeting. Central Public Library, Alexandra 
Road, at 6.45 p.m. 

October 14.— Manchester : ““ Income Tax Devel- 
opments Since the Income Tax Act, 1952,” by 
Mr. H. A. R. J. Wilson, F.c.A., F.S.A.A. Joint 
meeting with the 
Chartered Accountants. Incorporated Accoun- 
tants’ Hall, go Deansgate, 2, at 6 p.m. 
Worcester: ‘‘ Taxation,” by Mr. K. S. 
Carmichael, A.c.A. Crown Hotel, at 6.15 p.m. 
October 15.—Birmingham: “ Partnership Ac- 
counts,” by Mr. K. S. Carmichael, a.c.a. Law 
Library, Temple Street, at 6.15 p.m. 

Bristol: ‘‘ International Finance,”’ by Mr. A. R. 
llersic, B.com. The Royal Hotel, College Green, 
at 6.30 p.m. 

Glasgow: “*‘ Advantages and Disadvantages of 
No Par Value Shares.” Debate. Students’ 
meeting. Christian Institute, 70 Bothwell Street, 
C.2, at 5.45 p.m. 

Liverpool : Pre-examination lectures by Mr. V. R. 
Anderson. Incorporated Accountants’ Hall, 25 
Fenwick Street, 2, at 10.30 a.m. and 2.30 p.m. 
Stoke-on-Trent: Annual meeting. Grand Hotel, 
Hanley, at 7 p.m. 

October 16.—Leeds: “‘ Aggregation and Ap- 
portionments,” by Mr. K. P. Procter, A.s.A.A. 
Students’ meeting. 2 Basinghall Square, 1, at 
II a.m. 

Liverpool: “ Profits Tax,” by Mr. D. Haxton, 
H.M. Inspector of Taxes. For final students. 
Incorporated Accountants’ Hall, 25 Fenwick 
Street, 2, at 10.30 a.m. 

October 18.—Coventry: “‘ General and Com- 
mercial Knowledge,” by Mr. R. W. Moon, 
B.LITT., A.c.A. Hare and Squirrel Hotel, Old 
Cheylesmore, at 6.15 p.m. 

London: “Taxation at Source,” by Mr. 
H. A. R, J. Wilson, F.c.A., F.s.A.A. Students’ 
meeting. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 

Luton: ‘‘ Life Assurance and the Accountant,” 
by Mr. J. Gibson, A.c.1.1. Students’ meeting. 
George Hotel, at 6.15 p.m. 

October 19.— Shrewsbury: “‘ Auditing,” by Mr. 
P. E. Harris, A.s.A.A. Raven Hotel, at 6.30 p.m. 
October 20.—London: “‘ The Pure and Applied 
Theory of Accounting,” by Professor F. Sewell 
Bray. Stamp-Martin Chair lecture for students. 
Incorporated Accountants’ Hall, W.C.2, at 6 
p-m. 


October 21.—London: “‘ The Organisation of 


an Accountant’s Office,” by Mr. H. Basil 
Sheasby, M.B.E., F.C.A., F.S.A.A. Lecture for new 
members of the Students’ Society. Incorporated 
Accountants’ Hall, W.C.2, at 5.30 p.m. 
Newport: ““ The Correct Approach to Examina- 
tions,” by Mr. H. A. R. J. Wilson, F.c.a., 
F.S.A.A. Students’ meeting. Monmouthshire 
and South Wales Building Society, Dock Street, 
at 6.30 p.m. 

Wolverhampton: ““ Company Flotations,” by Mr. 
P. E. Harris, A.s.A.A. Offices of Messrs. E. T. 
Brown & Co., 58a Waterloo Road, at 6.15 p.m. 


October 22.— Birmingham : “‘ Some Problems of 


406 


Manchester Society of 


Capitalisation of Business Enterprise,” by Mr. I. 


Hicks, B.com., A.c.A. Law Library, Temple 


Street, at 6.15 p.m. 
Gloucester : ““ Interpretation of Accounts,” by Mr. 
A. C. Simmonds, F-.s.a.A. 


p-m. 
Hull: “ Capital Allowances,” by Mr. J. 
Reynolds, A.c.A., A.s.A.A. Students’ meeting. 
Church Institute, at 6.15 p.m. 

Liverpool : Pre-examination lectures by Mr. V. R. 
Anderson. Incorporated Accountants’ Hall, 25 
Fenwick Street, 2, at 10.30 a.m. and 2.30 p.m. 
Manchester : “‘ The Elements of English Law,” by 
Mr. J. Stewart Oakes, Barrister-at-Law. 
Students’ meeting. Incorporated Accountants’ 
Hall, 90 Deansgate, 2, at 6 p.m. 

October 22-24.—Bradford: Students’ revision 
course. Carlton Grammar School. 

October 23.—lLeeds: “ Britain’s Economic 
System,” by Mr. R. Bainbridge, B.com. 
Students’ meeting. 2 Basinghall Square, 1, at 
II a.m. 

Liverpool: “‘ Executorship Law,” by Professor J. 
Turner, Lu.mM. Students’ meeting. Incorporated 
Accountants’ Hall, 25 Fenwick Street, 2, at 
10.30 a.m. 

October 25.— Bradford : ““ Group Accounts,” by 
Mr. D. J. Bogie, pxu.p., c.a. Liberal Club, Bank 
Street, at 6.30 p.m. 

London : “‘ Reliefs for Losses,” by Mr. H. A. R. J. 
Wilson, F.c.A., F.S.A.A. Students’ meeting. 
Incorporated Accountants’ Hall, W.C.2, at 
6 p.m. 

Middlesbrough: ‘‘ Trust Accounts,” by Mr. A. E. 
Langton, LL.B., F.C.A., F.S.A.A. Café Royal, 
Linthorpe Road, at 6.30 p.m. 

October 26.—Newcastle upon Tyne: ‘‘ Executor- 
ship Examination Questions,” by Mr. A. E. 
Langton, LL.B., F.C.A., F.S.A.A. The Library, 
52 Grainger Street, at 6.15 p.m. 

October 27.—Birmingham : “‘ The Future of the 
Pound Sterling,” by Mr. Paul Bareau. Joint 
meeting arranged by the Chartered Institute of 
Secretaries. Imperial Hotel, Temple Street, at 
6.30 p.m. 

London: “‘ The Pure and Applied Theory of 
Accounting,” by Professor F. Sewell Bray. 
Stamp-Martin Chair lecture for students. 
Incorporated Accountants’ Hall, W.C.2, at 
6 p.m. 

London: Meeting of the management group. 
Offices of the Metal Box Co., Ltd., The 
Langham, Portland Place, W.1, at 5.45 p.m. 
October 29.—Birmingham: ‘* Taxation—Isola- 
ted Transactions,” by Mr. Sidney I. Simon, 
Barrister-at-Law. Law Library, Temple Street, 
at 6.15 p.m. 

Bristol: Some further films on punched card 
accounting, by Powers-Samas Accounting 
Machines (Sales) Ltd. The Royal Hotel, 
College Green, at 6.30 p.m. 

Glasgow: Study Circle meeting for students. 
Christian Institute, 70 Bothwell Street, C.2, at 
5-45 P-m. 

Manchester: “‘ The Elements of English Law,” 
by Mr. J. Stewart Oakes, Barrister-at-Law. 
Students’ meeting. Incorporated Accountants’ 
Hall, 90 Deansgate, 2, at 6 p.m. 

October 30.— Leeds: “* Schedule D Partnership 
Assessments,” by Mr. S. Snowball, A.s.a.a. 
Students’ meeting. 2 Basinghall Square, 1, at 
II a.m. 

Liverpool: “‘ Company Accounts,” by Mr. B. B. 


The Gloucester 
Technical College, Brunswick Road, at 6.30 


Parkinson, B.cOM., F.c.A. Students’ 
Incorporated Accountants’ Hall, 25 Fenyi 
Street, 2, at 9.30 a.m. 

November 1.—Bedford : “ Auditing Case Lay 
by Mr. K. S. Carmichael, a.c.«. Student 
meeting. Embankment Hotel, at 6.15 p.m, 
Coventry; “* Profits Tax,” by Mr. L. A, 
A.C.A., A.S.A.A. Hare and Squirrel Hotel, Qj 
Cheylesmore, at 6.15 p.m. 

November 2.—Carlisle: “ Income Tax—Ney 
Business—Cessation Provisions,” by Mr, L, 4 
Hall, a.c.a., A.s.A.A. County Hotel, at 6.30pm, 
London: “The Bases of Assessment under 
Schedule D and the Relationship of Capita 
Allowances thereto,” by Mr. H. A. R. J. Wilson, 
F.C.A., F.S.A.A. Students’ meeting. Incorporated 
Accountants’ Hall, W.C.2, at 6 p.m. 
November 3.— Hull: Luncheon meeting. Regal 
Room, Ferensway, at 1 p.m. 

London: “* The Pure and Applied Theory ¢f 
Accounting,” by Professor F. Sewell Bray. 
Stamp-Martin Chair lecture for student, 
Incorporated Accountants’ Hall, W.C.2, a 
6 p.m. 

Newcastle upon Tyne: ‘* Demonstration of a 
Profits Tax Computation,” by Mr. L. A. Hall, 
A.C.A., A.S.A.A. The Library, 52 Grainger 
Street, at 6.15 p.m. 

November 4.—lLondon: “The Principles of 
Double Entry Book-keeping,” by Mr. J. M. 
Keyworth, A.s.A.A. Lecture for new member 
of the Students’ Society. Incorporated Accou- 
tants’ Hall, W.C.2, at 5.30 p.m. 
Middlesbrough : ““ Demonstration of a Profits Tax 
Computation,” by Mr. L. A. Hall, aca, 
A.S.A.A. Café Royal, Linthorpe Road, at 6.3 
p-m. 

Worcester: ‘“‘ Group Accounts,” by Mr. P. E. 
Harris, A.s.A.A. Crown Hotel, at 6.15 p.m. 
November 5.—Birmingham: Lecture on a law 
topic of current interest, by Professor H. Goitein, 
M.COM., LL.D. Joint meeting arranged by the 
University of Birmingham Accounting Society. 
The University, Edmund Street, at 6.30 p.m. 
Cambridge: ‘‘ The Local Government Accoun- 
tant,” by Mr. H. H. Palmer, a.s.a.a. Shire 
Hall, at 7 p.m. 

Leicester : “‘ Estate Duty,” by Mr. H. H. Monroe. 
Bell Hotel, at 6 p.m. 

Manchester : ““ Income Tax.” Students’ meeting. 
Incorporated Accountants’ Hall, go Deansgate, 
at 6 p.m. 

Newcastle upon Tyne: Dinner. Royal Station 
Hotel. 


DISTRICT SOCIETIES 
AND BRANCHES 


SCOTTISH BRANCH 


A MEETING OF THE COUNCIL OF THE SCOTTISH 
Institute of Accountants, the Scottish Branch 
of the Society of Incorporated Accountan’ 
was held in Glasgow on July 27. Mr. 
Festus Moffat, 0.B.£., J.P.,F.8.A.A., Presiden, 
was in the chair. ; 
The Secretary reported that negotiatios 
with the Scottish universities for the pr 


‘vision of classes available for students ° 
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the Society had reached a final stage. 


“Fe \embers bad received the programme for 
ach university, and a timetable of “ day 
e Law,” MB clease classes” for the 1954-55 session at 
tudenty HI ne Glasgow and West of Scotland Com- 
M. BB ercial College. The chairman drew atten- 
. a jon to the introduction in the coming 
et Ou ysion by the Glasgow and West of Scotland 
—Ney Commercial College of revision classes 
. L, 4 or students entering for the examinations 
30 pm, gin November 1954. 
unde {| The chairman intimated that the Presi- 
Capital Mdent of the Society, Mr. Bertram Nelson, 
Wilson, fMjad expressed a wish to meet the Scottish 
porate! Hi nembers and students. It was agreed that 
srangements for a suitable date, on which 
-Regi f\, Nelson would be invited to meet 
members of the Council at a luncheon 
ge nd later to meet members and students 
udens. (et an informal afternoon tea, should be 
%.2, at made by the chairman. 
1 of a 
.. Hall, 
rainger 
SOUTH OF ENGLAND 


Mr. R. A, Etheridge, F.S.A.A. 


Mr. Reginald Arthur Etheridge, who was 
ently elected President of the South of England 
District Society of Incorporated Accountants, was 
tduated at Taunton’s School, Southampton, and 
lwame an Incorporated Accountant in 1926. 
In 1999, after having been managing clerk 
f Woolley and Waldron, Incorporated Accoun- 
OTT MM ‘ants, of Southampton, he became a partner in the 
sranchil im. He is a director of several private companies 
ntants i Md is secretary of the Titanic Relief Fund, the 

Mr. Suthampton Seaman’s Orphanage for Boys 
ident,“ the Southampton Old People’s All Day Club 
Tnust Fund. Mr. Etheridge has been a member 
of the Committee of the South of England District 
Snciety since 1949 and was Vice-President for 
the years 1952-54. 
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SOUTH WALES AND 
MONMOUTHSHIRE 


Mr. W. W. Stanley, A.S.A.A. 


Mr. Walter William Stanley has been elected 
President of the Incorporated Accountants’ South 
Wales and Monmouthshire District Society. Mr. 
Stanley served under Mr. C. T. Stephens, 
F.S.A.A., in the firm then styled William Clark 
and Stephens (now C. T. Stephens and Co.). 
He obtained second place in the Intermediate 
Examination of the Society in May 1935, and 
passed the Final Examination in 1938. Mr. 
Stanley then became accountant to George Elliot 
and Co., Ltd., and its associated companies 
and Cambrian Air Services, Ltd. Subsequently 
he was appointed secretary to those companies, 
and recently became joint managing director of 
Cambrian Air Services, Ltd. He was secre- 
tary to the Newport Students’ Section of the 
South Wales and Monmouthshire District 
Society from 1933 to 1938 and was appointed 
to the committee of the District Society in 1946. 
He has been a member of the Research Committee 
of the District Society since its formation. 


NORTHERN IRELAND 


THE ANNUAL GOLF OUTING WAS HELD ON 
September 13 at Clandeboye Golf Course. 
In the morning a nine-hole stroke competi- 
tion played for the Allen Cup was won by 
J. S. M. Winnington, the runner-up being 
Mr. W. J. M. Stewart. 

In the afternoon an eighteen-hole bogey 
points competition for the Booth Cup was 
won by Mr. H. F. Bell. The runner-up was 
Mr. J. S. M. Winnington. 

The President, Mr. J. D. Radcliffe, pre- 


sented the prizes, and thanked the captain 
of the Clandeboye Golf Club for the use of 
the course and club house. 


INCORPORATED ACCOUNTANTS’ 
GOLFING SOCIETY 


A MOST ENJOYABLE AND SUCCESSFUL MEETING 
was held at the Sunningdale Golf Club, 
Berkshire, on Thursday, September 9. The 
weather was fine after early morning rain 
and the course was in excellent condition. 
The winners of the various competitions 
were as follows: Nicholson Trophy: Mr. 
L. G. Smith (Kettering); Visitors’ Prize: 
Mr. H. I. Doughty (Birmingham); Best 
Scratch Score: Mr. L. G. Smith (Ketter- 
ing); Four Ball Match: Mr. C. A. Spencer 
and Mr. B. H. Fillingham (Kettering). 


PERSONAL NOTES 


Messrs. Barton, Mayhew & Co., Chartered 
Accountants, announce with regret that 
Sir Harold Barton, one of the two founders 
of the firm, has retired from the London and 
overseas partnerships. He will, however, 
be available to the firm in a consultative 
capacity; he also retains certain personal 
appointments and is practising in his own 
name at Alderman’s House, Bishopsgate, 
London, E.C.2. Mr. James Laughland, 
c.A., and Mr. D. F. Goode, F.c.A., F.S.A.A., 
have also retired from the partnership 
after many years with the firm but are 
remaining in a consultative capacity. The 
name of the firm remains unchanged. 

Mr. Albert Elliott, a.s.a.a., has retired 
after 42 years’ service in the Treasurer’s 
Department of the West Riding County 
Council, where he has held the position 
of chief cashier since 1930. Mr. Elliott is a 
past master of Wakefield Lodge of Free- 
masons and a past principal of the Wakefield 
Chapter. 

Mr. W. C. Nowell, A.s.a.A., has been 
appointed secretary of Harker Stagg, Ltd., 
London, E.1. 

Mr. R. N. Ching, F.s.A.A., has taken Mr. 
A. E. Amery, A.s.A.A., into partnership in 
the firm of W. J. Ching & Co., Incorporated 
Accountants, Plymouth. 

Messrs. Richard Leyshon & Co., Incor- 
porated Accountants, of Cardiff, Neath and 
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Milford Haven, announce that they have 
admitted into partnership Mr. A. Glen 
Pallot, a.s.A.A., son of the senior partner. 
The name of the firm remains unchanged. 

Mr. W. P. Gill, A.s.a.a., practising as 
Tunbridge Lacey & Co., of Lowestoft, 
announces that he has taken into partner- 
ship his son, Mr. A. J. Gill, A.s.a.a. 

From October 1 the firm of Messrs. 
Moores, Carson & Watson, Chartered 
Accountants, of Glasgow, London and 
Liverpool, will amalgamate with the firm of 
Messrs. Bretherton, Hurst & Co., of 
Liverpool. Mr. J. G. Hurst, F.c.a., and Mr. 
L. G. Davies, ].P., F.c.A., the present partners 
of the latter firm, will become partners of 
Messrs. Moores, Carson & Watson and will 
continue to practise in Liverpool. Mr. H. N. 
Butler, F.c.A., retires from the firm; and 
Lord Milne, c.a., joins the London branch. 
The style and addresses of the firm remain 
unaltered. 

Mr. Douglas Henry Mason, 4.s.A.A., and 
Mr. David Owen French, 4.s.A.A., dis- 
solved their partnership in the firm of 
Mason, French & Co., as from June 21, 
1954. Mr. Mason is continuing to practise 
under the style of Mason & Co., Incorpora- 
ted Accountants, at Forde House, Cloth 
Fair, Smithfield, London, E.C.1, and at 
10 Nightingale Road, London, E.5. Mr. 
French is continuing to practise at 32 Sun 
Street, Finsbury Square, London, E.C.2, 
under the style of French & Co., Incor- 
porated Accountants, and Moustardiers, 
Incorporated Accountants. 


REMOVALS 


Messrs. Bartfield & Co., Incorporated 
Accountants, announce that they have 
changed the address of their London office 
to 7 Harley Street, W.1. The telephone 
numbers are Langham 8245/6. 

Messrs. Allchurch, Kelland & Co., 
Incorporated Accountants, announce a 
change of address to 4 High Street, 
Evesham. 


OBITUARY 


Joun STEPHEN DupsBRIDGE 
We record with regret that Mr. J. S. Dud- 
bridge, F.s.a.a. died on July 30, in his 89th 
year. Mr. Dudbridge was formerly senior 
partner in the firm S. J. Dudbridge & Sons, 
of Stroud, Gloucestershire. 

Mr. Dudbridge became an Associate of 
the Society of Incorporated Accountants in 
1895, and a Fellow in 1902. He gave much 
service to the town of Stroud, as a council- 
lor for 30 years, a guardian for more than 
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50 years, nearly 20 of them as chairman, 
and a supporter of the Stroud Mutual 
Benefit Society, in which he held several 
offices before becoming president some 20 
years ago. Mr. Dudbridge was a magis- 
trate, and a member of the Old Second 
Volunteer Rifle Battalion of the Gloucester- 
shire Regiment; the Stroud Rotary Club (of 
which he was a founder member); the 
Juvenile Foresters (of which he was secre- 
tary when the late Lord Dickenson was 
president); the Stroud Chamber of Trade 
(of which he was the honorary treasurer 
from its formation); the West Midlands 
District of the National Fire Brigades Union 
(of which he was secretary); the Hicks 
Beach Lodge of Freemasons; the Glouces- 
tershire Insurance Committee; the County 
Valuation Committee of Magistrates; and 
the Rating Committee of the Quarter 
Sessions. 

As a young man, Mr. Dudbridge was a 
keen gymnast and sportsman. He was 
greatly interested in rugby and for most of 
his life was a supporter of the Stroud Rugby 
Football Club. 

Mr. Dudbridge is survived by three sons, 
two of whom, Col. Leonard Dudbridge, 
F.s.A.A., and Mr. Norman Dudbridge, are 
partners in the firm of S. J. Dudbridge and 
Sons. 


Rosert Henry McLeop 


We regret to announce the recent death of 
Mr. Robert Henry McLeod, F.c.A., F.S.A.A., 
at the age of 78. Mr. McLeod became an 
Associate of the Institute of Chartered 
Accountants in 1898 and a Fellow in 1919. 
In 1953 he was admitted a Fellow of the 
Society of Incorporated Accountants. After 
qualifying as a Chartered Accountant he 
spent a short time with a City firm of 
accountants, returning as a junior partner 
in Gedge, Ilott & McLeod, the firm with 
which he served his articles and of which he 
was stil! a partner at the time of his death. 
Mr. McLeod was well known in Masonic 
circles and was auditor to the Royal 
Masonic Benevolent Institution. He was a 
member of the Crews Hill Golf Club, 
Enfield, Middlesex. 


ALFRED JAMES PALMER 


We regretfully record the death on August 
31 of Mr. A. J. Palmer, F.s.a.a. Mr. 
Palmer came from Tavistock, Devonshire. 
After service with the Royal Artillery in the 
first world war, he was articled with Messrs. 
Solomon Hare. & Company in Bristol, 
and qualified in 1923. He was admitted a 
Fellow of the Society of Incorporated 
Accountants in 1927. His public practice 
was conducted from Fareham, Hampshire, 
where he was first in practice in 1923. He 
took much interest in the South of England 
District Society and was one of the founders 
of the Portsmouth Branch, acting as chair- 


man from its inception in 1945. He serve 
on the District Committee for a i1umber gf 
years. 

Outside the office Mr. Palmer was a yer 
keen sportsman, playing crickei and fog). 
ball with the local clubs, but latterly he hag 
confined himself to golf. 

He was also a keen Mason, being Pas 
Master of Harmony Lodge No. 309, Pay 
Provincial Assistant Grand Director of 
Ceremonies and Past Master and Provincial 
Grand Deacon of Harmony Mark Lodge 
No. 875. 

Mr. Palmer leaves a widow and daughter, 
His cheerful personality and keen mind 
will be greatly missed by his associates, by 
the profession generally, and by all his 
clients who have benefited from his exper. 
ence and advice. 


Computers in Accounting 

A course of ten lectures is to be given at th 
Northampton Polytechnic, St. John Street 
London, E.C.1, on The Application of Digital 
Computers to Accountancy, Costing and Managerial 
Control. ‘The lectures will be on Thursday 
evenings at 6.30 p.m. beginning on October 7. 
Enrolment can be by personal attendance or 
by post, at any time up to October 4. The fee 
is £2 2s. 


APPOINTMENTS VACANT 
(See also page xxii) 


UNIVERSITY OF THE WITWATERSRAND, 
JOHANNESBURG, SOUTH AFRICA 

PPLICATIONS are invited for appointment to the 
t of SENIOR LECTURER IN ACCOUNTING 

in the Department of Commerce. ; 
Applicants must be professionally qualified. Extensive 
practical experience, teaching experience, a university 
degree and ability to lecture in specialised accounting 
subjects will be considered additional recommendations. 
The substantive salary scale attaching to the post 5 
£1,100 X £50—£1,450 per annum, together with 4 
temporary cost-of-living allowance of £234 per annum 
in the case of a ied man. , 
An allowance is made towards the cost of travelling 


e successful applicant will be expected to assume 
duty on January 2, 1955, or earlier if possible. 
Further particulars and information as to the 
of application may be obtained from the Secretaty, 
AssocIATION OF UNIVERSITIES OF THE British CoMMo\ 


ex 


HE NUMB 


WEALTH, 5 Gordon Square, London, W.C.1. ’ Han]; 
The closing date for the receipt of applications, in South cline, A 
Africa and London, is October 12, 1954. ith a sha 


tthe end 
t £4,062 : 
hen it 
$117 mi 


THE NORTH-WESTERN ELECTRICITY BOARD 


ING SECTION, Di 
CHIEF ACCOUNTANT’S DEPARTMENT, AREA vate 
BOARD HEADQUARTERS. apital y 


MANCHESTER ; 

Applicants for t (a) must have wide experience ¢ 
Superannuation, Stelios and Wages preferably ia t 
Electricity Supply Industry. Experience on procedure 
— —— — i < appropriate 
qualifications wou an advantage. : , 
Applicants for post (6) must have had wide expe 
in Accountancy particularly in the preparation 


pital, co 
apital w: 
1,923 mi 
? per ce 


accounts. Possession of appropriate professional qualifics The nun 
tions een be - “a ie if & bj h 
Salary les: Post (a 5/£1,000 p.a. Grade Di 
Post (6) Z670/£790 pa. Grades fm 'Suer t 
N.J.C. Conditions. North tars, 
Applications to EsTaABLIsHMENT OFFICER, Tes ad \, 
Western Electricity Board, Cheetwood Roa% NO less t 


Manchester, 8, by October 16, 1954- 
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